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- Economic Brief with Respect to the | 
_ Proposed Marketing Agreement and Proposed Order 
for the Dubuque Marketing Area 


for | 


The Economic Emergency with Respect to Milk Producers in 
the Area which Supplies Milk to the Dubuque Market 


The average prices received by farmers for fluid milk: testing 
5.5 percent butterfat, delivered to dealers on the Dubuque market de- 
clined steadily, from $2.28 per hundredweight in'1929 to $0.98-in 1933-- © 
a decline of 57.0 percent. Since 1933, the price of such milk has 
risen’ to an average of $1.12 in 1934 and $1.41 in 1935, partly as a 


result of curtailment of feed supplies due to the drought in 1934, ‘to_ 
higher prices for feed, and to improve demand conditions. Thile . 
prices paid by farmers in the United States for commodities bought 

also declined from 1929 to 1933, the decline was somewhat less than — 
that of milk prices on the Dubuque market... The index of prices ‘paid 
by farmers for commodities bought declined from 153 (1910-1914 = 100) 
in 1929 to 109 in 1933, and then increased to 123 in 1934 and 125 in 
1935. (See Table.1.) ‘Thus, there was a marked decline in the purchas- 
ing power of fluid milk sold on the Dubuque market from 1929 to 1933, 
in terms of the commodities bought by farmers. Since then, however, 
the purchasing power of milk sold on this market has increased. The 
increase in the purchasing power of milk sold by dairy farmers in this 
area, however, has probably been less than the increase in purchasing 
power of milk sold by all farmers in the United States, due to the 
large increase in price of feeds as a result of the drought in 1934, 
which was severe in the Dubuque area. In 1935 the average price of 
1000 pounds of milk on the Dubuque market was equivalent to the average 
farm price in Iowa of 15.6 bushels of corn, 0.8 tons of alfalfa hay, or 
64.8 pounds of cottonseed meal. In 1929 it was equivalent to 29.3 
bushels of corn, 1.3 tons of hay, or 102.9 pounds of cottonseed meal. 


The gross income of farmers selling milk on the Dubuque market, 
also seems to have declined about the same as the average price of the 
milk sold. In the three States, Iowa, Illinois and Wisconsin, where 
the milk and cream supply for this market is produced, the gross income 


from milk declined 49.8, 41.3 and 52.2 percent respectively from 1929 
to 1933.1/ (See Table 2.) There was a similar decline in the United 
States as a whole and there is no reason to expect that the decline 

in the area from which Dubuque obtains its milk supply has been mater- 
ially different. In 1934 the gross income from milk in these States 
increased about the same as the increase in price of milk sold on the 
Dubuque market. Changes in the eash income of farmers in the three 
States from which Dubuque draws its supply of milk have also been 
about the same as the gross income from 1929 to 1935, as shown in 
Table 2. 


The foregoing facts and consideration demonstrate conclusively 
that in the Dubuque milk shed and the States of Iowa, Illineis and 
Wisconsin, there was a marked decline during the.period 1929-1933 in 
(1) the prices received by producers for milk sold wholesale, (2) the 
purchasing power of such milk,..(3) the gross income from milk produced 
on farms, and (4) the cash income from dairy products sold from farms. 
According to available data for the years 1934 and 1935 there was only 
a partial, recovery in such prices, purchasing power and income. a4. 


a ee 


iy. for details with respect to the share of the total supply of milk 
for Dubuque from each of the States, S66 Pantoll lw we 


o 


Table 1. Average prices received by producers per hundredweight of 3.5 
percent milk delivered at handler's plant in Dubuque, Iowa; 
percent which prices are of 1929 price; United States index 
of prices paid by farmers for commodities bought, and percent 
of 1929, by years 1929 to 1933, by months 1934 and 1935. 


oe ee a dp ie 
: Average price : : United States 
: per hundredweight : , index of prices 
| Of 3.5 percent milk : Percent of : paid by farmers : Percent of 
; delivercdeat ) 14 1929 ‘ for commodities | RSPAS) bs 
handler's plant | ; bought rs 
An secre = a lee V1 —e : (1910-1914 = 100) : | ie 
; Dollars » yeetcenty, Percent ‘ -: Percent 
1929 2.28 sere tame 8 153 c 
1930 iy, 82.0 145 94.8 
1931 1.38 52.6 124 81.0 
1932 om 99 ie 43.4 107 69.9 
1933 iG 98 43.0 109 mie 
1934 io tere 49.1 123 80.4 
January :° 1.08 47.4 £17 76.5 
February | ' Tels 48.7 119 22.8 
March 110 48.2 120 (rr 
April ; 1.09 ; 47.8 120 78.4 ° 
May 2.07 Sie 46.9 121 79.1 
June : 1.08 47.4 121 79.1 
July ee 1.06 46.5 : 122 79.7 
ienat is 1.12 49.1 ad 125 Gey 
September: ° al 48.7 126 82.4 
October : Tete 49.1 ; 126 82.4 
November | ‘ Wels 50.4 126 ; 82.4 
December - deage ; 57.9 ; 126 82.4 
1935 1.41 61.8 125 81.7 
January : 1.51 66.2 126 82.4 
February | eS. 67.5 127 83.0 
March 1.46 64.0 ; 127 83.0 
April 1.48 64.9 127 83.0 
May : ine 55.7 ey 83.0 
June oe Tel? 51.3 | 127 83.0 
July 1.18 51.8 126 ; 82.4 
August | lege b3.5 125 81.7 
September 1.29 56.6 123 : 80.4 
October | 1.40 61.4 ; 123 80.4 
November : 1.60 ; Use 122 AST 


December: ~ 1.76 77.2 122 moore 
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Compiled from'reports of the Bureau of Agricultural Economics 
and of the Market Administrator. 
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Table 2. Farm income from dairy products for the States 


of Iowa, Illinois and Wisconsin, 
1929 to 1934, inclusive. 


Gross Income 


‘ 
aC - 


——- 


‘Cash Income 
mE me en a ON a, Se 


during the period 


A Ne ee 


Year ; .Gross income : Percentage Cash income Percentage 
and from milk : decrease . from decrease 
State produced ' from 1929 dairy products from 
ae hon ae a 801) fromei erm 1929 
; 1,000 dollars ‘Percent ' 1,000 dollars Percent” 
owa : | 
1929 105, 320 ~ 90,241 - 
1930 87,476 16.9 (DRL O 16.7 
1931 65,903 37.4 ; 56,472 37.4 
* 1932 50,542: 52.0 ; 43,106 52.2 
, 1933 52,905 49.8 45,012 Doe 
1934 60,506. 42.6 51,832 42.6 
1935 
‘llinois 
1929 104,376 - 86,977 - 
1930 95,718 8.3 ; 80,332 76. 
1931 76,760 26.5 ; 64,102 26.3 
1932 63,308  -: 39.3 52, 0a2 39.6 
1933 61,235 41.3 50,492 41.9 
1934 69,962 Sa50 58 ,263 33.0 
1935 ; . 
“isconsin ; 
1929 228 , 552 ; = 217,940 ~ 
1930 181,877 20.4 173,439 20.4 
1931 et 133,370 41.6 126, 408 42.0 
1932 99,157 ; 56.6 93,573 Ditau 
1933 109 200 eat: bade ; 102,834 52.8 
1934 113,586 aang 50.3 107 , 586 50.6 
1935 ; 
lited States: 
1929 : 2,322,553 - 1,847,235 ~ 
1930 ( 8,030,853 ae 12.6 1,615,363 i: 12.6 
1931 ; 1,614,394 30.6 1,278 531 30.8 
1932 oe Le OOrae4 daene 45.7 985,099 46.7 
1933 ‘ 1,262,554 45.6 988 , 880 46.5 
1934 pulley ee hey tetra 38.8 


1,114,016 ; 39.7 


oe Le yeep eee net ee ere. 


Or ta ee 


ommpiled from reports of the Bureau of Agricultural Economics. — 
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Part II 


The Importance of Dairy Farming as an Agricultural Enterprise 
in the Area Supplying Milk to Dubuque. 


The importance of milk production as an agricultural enterprise 
in the three States from which Dubuque draws its supply of milk and 
cream is indicated in Table 3. - Since 1929, farmers in Iowa have been 
receiving nearly 15 percent of their cash farm income from the sale of 
dairy products; farmers in Illinois have been receiving around 20 per- 
cent, and farmers in Tisconsin more than 50 percent. For the United 
States as a whole, the income of farmers from the sale of dairy prod- ~ 
ucts has constituted about 20 percent:of their total farm income. 


In the Dubuque milk shed farmers probably obtain a larger per- 
centage of their income from the sale of dairy products than for the. 
State of Iowa as a whole, but probably not as large a percentage as for 
the State of Wisconsin as a whole. 


Such being the case, activity directed toward the enhancement. 
of milk prices to producers and financial returns from milk production 
in the area supplying milk to the Dubuque Marketing Area is warranted 
and necessary to effectuate the policy of Congress, as stated in the 
Agricultural Adjustment Act. 
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Part III 


The Character of the Commerce in Milk in the Dubuque Marketing 
Area. 


Section 8 c (I) of the Agricultural Adjustment Act, as amended, 
provides that: "The Secretary of Agriculture shall, subject to the provis- 
ions of this section, issue and from time to time amend, orders applicable 
to processors, associations of producers, and others engaged in the 
handling of any agricultural commodity or product thereof specified in 
subsection (2) of this section. Such persons are referred to in this title 
as "handlers". Such orders shall regulate, in the manner hereinafter in 
this section provided, only such handling of such agricultural commodity, 
or product thereof, as is in the current of interstate or foreign commerce, 
or which directly burdens, obstructs, or affects, interstate or foreign 
commerce in such commodity or product thereof." 


Section 8c (5) of the Agricultural Adjustment Act, as amended, 
states that: "In the case of milk and its products, orders issued pursuant 
to this section shall contain one or more of the following terms and 
condition, and (except as provided in subsection (7) no others: 


"(A) Classifying milk in accordance with the form in which, or the 
purpose for which it is used, and fixing, or providing a method for fixing 
minimum prices for each such use classification which all handlers shall 
pay, and the time when payments shall be made, for milk purchased from 
producers or associations of producers. Such prices shall be uniform as 
to all handlers, subject only to adjustments for (I) volume, market, and 
production differentials customarily applied by the handlers subject to 
such orders, (2) the grade or quality of the milk purchased, and (3) the 
locations of which delivery of such milk, or any use classification there- 
of is made to such handlers", 


The city of Dubuque is located on the northeastern border of Iowa, 
close to the states Illinois and Wisconsin. A considerable quantity of 
milk produced in the latter two states is sold in the Dubuque Marketing 
Area. The market administrator reported that during the period December 
5, 1934 to June 30, 1935, a total of 8,623,115 pounds of milk was sold 
in this market as Class I, II or III, of which 883,916 pounds or 10.25 
percent was produced in Illinois, and 504,815 pounds or 5.85 percent was 
produced in Wisconsin. The proportion varies slightly from month to 
month as shown in Table 5. 


The market administrator also reports that during this period only 
one of the seven handlers (not including producer-distributors) selling 
milk in this market obtains all of his milk from the State of Iowa, and 
the total purchases of this handler constituted only 3.4 percent of the 
amount of milk purchased by all handlers in this market during this 
period. (See Table 6.). 


Another handler selling milk in 
supply in Wisconsin. Purchases o £ thigsy 
of the total supply in the Dubuque market. The re 
purchased their milk from producers in Iowa und Illinois 
both. All of the milk purchescd by these. five handlers is d 
their respective plants, and there handled ix “respective 
Origin. Milk received from Illinois or Wiscons rae Se 


from that produced in Iowa. It is all mixed petdeua aie 
planter ti a Dee i 
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It is, therefore, apparent that the prices received for milk 
sold in the Dubuque Marketing Area by a considerable number of farmers 
living outside of the State of Iowa, would be directly affected by 
price policies adopted in the Dubuque market. For instance, price cutting 
in this market would tend to reduce the prices received by producers | 
in Illinois and Wisconsin as well as by producers in Iowa. On the other 
hand, if an attempt were made by means of a marketing agreement to raise 
the price paid by handlers in this market for milk produced in Iowa ; 
above the price that would otherwise prevail, the price paid by these 
handlers for milk produced in other states would also be affected. Further- 
more such an agreement would probably tend to cause handlers in this ; 
market to decrease their purchases of milk in Iowa and to increase their. 
purchases in Illinois and Wisconsin. On the Other hand if the agreement 
only raised the price of milk coming into this market from outside of the 
State, handlers would tend to buy a larger proportion of their milk 
supply within the State of Iowa to the detriment of producers in Illinois 
and Wisconsin. As pointed out above, nearly all of the handlers in this | 
market buy a part or all of their milk from outside the State of. Iowa... . 
It would be relatively easy, therefore, for them to expand their purchases 
of milk in Iowa, Illinois or Wisconsin. In Other words, any agreement 
that attempts to regulate the marketing and price of milk in the 
Dubuque Marketing Area would directly affect the price received for milk 
by producers’in all three States. The price of one portion of the supply _ 
cannot be regulated without directly affecting the remaining portions. 


_ The foregoing facts and considerations demonstrate conclusively 
that nearly all of the milk handled in the Dubuque, Iowa, Marketing Area | 
actually moves across State lines or is directly mixed with milk which 
has moved across State lines and that, in order to regulate the handling 
of such milk so as to effectuate the policy of Congress as stated.in the 


Agricultural Adjustment Act, the handling of all other milk which is wep 
handled in the marketing area must also be regulated in the same manner. 


a i: 


Part IV 


The Price Stricture Provided by. the Proposed Agreement and Order... | 


ont 


A general discussion of the price structure for milk is set. forth in 
Technical Paper No. 1 published by the Neiry Section of the Agricultural 
Adjustment Administration. E. 1. Gaumnitz and 0. M. Reed, The Price Struc- 
ture for Milk; Technical Paper No. 1.,. Dairy Section, Agricultural Adjustment 


Administration, U.S. Dept. of Agriculture. (Appendix A) aie 


In this paper it is shown that the classified price plan of selling ~~ 
milk to distributors develops from the competition among distributors to 
secure an even supply of milk, or rather, a supply of milk that is closely 
related to such distributors! requirements for milk for their fluid milk 
trade. This paper also shows how differences in (1) costs of transporting’ : 


a unit of milk in fluid form and the product equivalent of a unit of fluid. ~ 2 


milk, and (2) varying sanitation regulations applicable to milk produced ~ 
for fluid use and milk produced for use in manufactured dairy products, 


affect the differential between the price of milk used for different purposes. 


I. Use Classification. 


Classification of milk according to use for the purpose of pricing | 


is a well-established practice in the important fluid milk markets of. the 
United States. The reasons for classifying milk according to use are set 
forth in the Technical Paper No. 1 referred to above. In the Dubuque market 
milk has been sold according to a classified use plan with applicable prices: 
for each classification for a number of years. i nt j 


During 1932 milk was being sold to handlers. in Dubuque by the Dubuque.: 


Cooperative Dairy Marketing Association according to the following classifi-:-_ 


Cation: 


Class I .... All milk and cream, bottled and bulk. 
Class II ... All milk used in the manufacture of ice cream. 
Class III .. All milk used in excess of Class I and Class ITI. 


This classification was continued until June 1, 1932, at which time 
Class I milk was divided into two classes, one Consisting of all milk sold 
as fluid milk and the other, all milk used in the manufacture of cream to 
be sold for consumption as cream, and Classes II and III were renumbered 
III and IV. This revised classification was continued until December 5, 
1934 when the Federal License No. 94 became effective for the Dubuque 
Marketing Area providing for the following classification of milk; 


1. All milk sold or distributed by distributors as whole milk for 
consumption or use in the Sales Area. 

2. All milk used by distributors to produce cream for sale or dis- 
tribution by distributors for consumption or use in the Sales Area. 

3e All milk purchased, sold or distributed by distributors in excess 
of Class I and Class II milk. 


, 


| The classification of milk provided in the proposed marketing 
agreement and order is as follows: ‘” | 5 eicsciaiy age 


Class I milk — All milk sold or Qstributed as milk. 


Class II milk ~~ al] milk used to produce cream for consumption as 
cream. 


(a) as sola, distributed or disposed of other than as milk, or cream, for 
Consumption as cream, and (b) as specific loss in manufacturing, and (c) 


Milk used in the manufacture of chocolate milk, flavored milk drinks, 
creamed cottage cheese, and creamed buttermilk is considered as class III 


This classification of milk provided in the proposed marketing agree~ 
ment and order is similar to that provided in License No. 94 for Dubuque , 


sending such cream into this Market. There is nothing in the proposed 
marketing agreement and order to prevent handlers from buying the cream 


they need for gale to consumers as cream, from producers as cream. In orders <2." 


therefore, to place handlers! buying milk for use in the production of 
cream for consumption as cream, on a more nearly comparable competitive 
basis with handlers! buying cream for Consumption as cream, a separate — 
Classification with a price level below that of class I is needed. -It 

may also be noted that in the Quad Cities and Des Moines markets, a Mh 
separate classification is also provided for milk used to produce cream 
for consumption as cream. ; sed 


in this market each month has varied from a low point of 31.6 percent in 
June 1935 to a high of 64.5 percent in December 1935. During the summer 
months the proportion of class III milk increased a great deal and that 
of other milk declined. (See Table 13.) 


ee Minimum prices to producers provided by the proposed market-— 
ing agreement and order. ; 


Each handler is required under the proposed marketing agreement 
and order for Dubuque, Iowa to pay producers, delivering milk to such 
handlers! plant during each delivery period, a minimum price per 


as hae 


hundredweight of milk containing 3.5 percent butterfat, sometimes 
called a blendeded average price, calculated on the basis of the’ - 
following minimum prices per hundredweight of each class of milk 
used by each handler. 


Ol aad Rima he ee ee $2.00 
EMS SiR 1 sre Yk Race algae RIL ase a a 1) 1742 
Clase yt iam tks 5 2es ee 3.5 times the average 


price per pound of 92 score butter at wholesale'in 
the Chicago market, as reported by the United States 
Department of Agriculture for the delivery period 
during which such milk is purchased, plus 15 cents: 


The minimum (or uniform) price to be paid by each handler, 
who is not a producer, purchasing milk from producers during each 
delivery period, per hundredweight of milk containing 3.5 percent ae 
butterfat, is calculated by first multiplying the quantity of milk’ 
sold in each class (regardless of butterfat content) by each hand— °° ° 
ler, which was not purchased from other handlers!, by the price 
established for each class of milk. The resulting value is then 
divided by the total quantity of milk for which’ such value ‘is Computed -: 
to obtain the minimum or uniform price for milk containing 3.5 ; 
percent butterfat. (See Article VII of the Proposed’ Marketing” 
Agreement and Order), . . ; meee i Oey 


In calculating the minimum prices to be paid for milk 
purchased from producers, by handlers who are also producers, the 


milk in each class purchased by such handlers fron other handlers ce Ms 


is first deducted, and the milk purchased from producers igs’ | 


apportioned to each class according. to the ratio which stich Handlers! ee 


remaining total sales in each class bears to his remaining total 
sales in all classes. This procedure is specified in Article VI. 


Individual producers, however, may receive more or-léss “than 
this minimum price per hundredweight of milk, if the butterfat 
content of milk delivered is ‘above or below 3.5 percent. Section - 
3 of Article VIII specifies that if any producer has delivered ‘to 
any handler during any delivery period milk -having an average’ — 
butterfat content: other than 3.5 percent, such producer shall be - 
paid the calculated uniform price for such handler plus or minus |” 
one-tenth of the average price of 92 gcore butter at wholesale in 
the Chicago market but not less than 3 cents or more than 4 cents ie Sh 
for each one~tenth of one percent that*the butterfat content: ig °° 
above or below respectively 3.5 percent. eer ae 
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A. Price history of the Dubuque market: 


On December 5, 1934 License No. 94 became effective for the Dubuque 
Market providing for a class I price of $1.60 per hundredweight and certain 
specified formulae for Calculating the prices of classes II and III. At 
this time the class I price in the Quad Cities market was $1.70 per hundred- 
weight and $2.00 in the Des Moines market. On February 26, 1935 the license 
for the Quad Cities market was amended so as to provide for a minimum class I 
price of $1.90. This price is still in effect. So is the $2.00 class I price 
for Des Moines. In doth markets the formula for determining class II 
prices are the same as those specified in license No. 94 for Dubuque. 


In February, 1935 when the class I price in Quad cities was raised to 
$1.90, there was a considerable demand from farmers around Dubuque for an in- 
crease in the class I price to $2.00 on the Dubuque market, but no change was 
made. The market administrator on March 15, 1935, however, reported that he 
"expects this problem (of an increase in the class I price) to arise again 
in the near future, due to the fact. that. Dubuque is receiving for Glasee. 
milk, a lower price than any city of its size within a radius of two hundred 
miles of Dubuque. For example, the License price in Des Moines is $2.00 per 
cwt., Class I. Des Moines is two hundred miles from Dubuque. Mason City has 
an agreed price of $2.00 per cwt., Class I. Mason City is only about one © 
hundred fifty miles from Dubuque. Cedar Rapids has $1.85 for Class I milk, 
and is only seventy miles from Dubuque. Davenport's Class I milk price is 
$1.90 per ewt., and is within seventy miles of Dubuque. 


"It should be remembered that feed conditions surrounding Dubuque are 
much better than some of the towns referred to above. Another consideration - 
is that Dubuque has quite a number of cheese factories and whole milk cream- - 
eries very close at hand." 7 ’ wy deg 


In November, 1935, however, the dealers in Dubuque agreed to pay a premium 
for Class I milk of 30 cents per hundredweight above the price specified in 
the license, or $1.90 per hundredweight. The proposed marketing agreement 
and order for Dubuque now provided for a Class I price of $2.00 and a Class’ 
II price of $1.42 without any change in the formula for determining prices 
Gm eless IIl milk, 


A comparison of the blended average prices paid producers in the 
Dubuque and Quad Cities markets from December 1934 to March 1936, inclusive, 
is shown in Table 7. From December 1934 to February 1935 inclusive the 
blended prices in these two markets were approximately the same. From March 
to October 1935, however, the blended price received by producers selling 
milk on the Quad Cities market was about 20 cents per hundredweight above 
that received by producers selling on the Dubuque market. Since the Class I 
milk price in Dubuque was raised to $1.90 in Movember 1935, the blended price 
of milk in Dubuque has been slightly above the price in Quad Cities. 
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Comparison of blended average prices. 
to producers by handlers in Quad’ Cit 
Dubuque, December 1934 to February... 


‘Blended average price 
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During the period that license No. 94 has been in effect in this 
market the differential between prices of class I and Class II milk has 
varied widely. For a time in the early..part of 1935 class II prices were 
above thé class J price. During the summer of 1935, however, class II 
prices dropped to around 40 cents per hundredweight below class Iipli Ces 
There was a maximum spread for the delivery period June 16-30 of 43 cents 
per hundredweight. Class III prices have also varied in their relation. 
to class I prices, but have always been considerably lower, They were 
also consistently lower than the prices paid by cheese factories in or near 
Dubuque from August to December 15 inclusive, as showm by Table 8% 


During December 1934 and January 1935 the retail: price of milk in 
both markets was approximately the same.. From February 1,-1935 (prior %o° 
the increase ih class [I prices) until November 1935, the retail price in 
the Quad Cities has been about a cent higher than in Dubuque. . In November 


back: to ‘its’ former level,. until. February 1936 when- it: wasazain ‘raised 5 


B. Demand: conditions in Dubuque, Iowa; 
“1. Buginéss conditions - purchasing power of-consumers: - 


“<Theré has been considerable improvement in: business conditions in 
the Dubuque marketing area in recent months. According to information 
received from the editor of The Dubuque Leader, which ‘is the official 
Newspaper of Dubuque Organized Labor, the wood working mills, which are 
the biggest source of employment in Dubuque, have increased their pay - 
rolls fifteen per cent over the average of 1935. The McDonald Company, a 
large manufacturer of pumps and automatic water systems, are also employ—' — 
ing additional men. ‘The Maxon Construction Company, which has the con- 
tract for building the government dam across the Mississippi River at this 
point, have put on 425 men to rush the work through the Summer and Fall. 
They have only been working a skeleton crew since the first of the year 
because of extreme cold weather in January and because of recent high water. 
Since the first of the year the Maizewood factory which has been shut dom 
since 1928 has started operations again. 


Since the first of the year there has also been a marked increage 
in retail sales of commodities in the city of Dubuque. Two of the largest 
department stores report a very satisfactory increase, especially in house 


eee 


furnishings, electric refreigerators, rugs, and other high priced articles. 
Automobile sales are showing more than the vsual seasonal increase, es— ; 
pecially in the smaller carse Local farm mechinery companies report very 
good business this Spring. Tractor sales are much higher than those in 
1935. i 


Furthermore, during the last four months several new business es+*' 
tablishments have opened in Dubuque in dow town locations which have been ° 
vacant for the last few years, and there has been a tendency on the part. 
of merchants to improve and modernize their business establishments. 


The Northeastern Bell Telephone Company reports that 162 more phones 
were installed than removed during the first four months of 1936 compared 
with only 37 during the same period ors 935. i S awit 


Real Estate agents report a decided increase in rents of apartments . 
and houses. There are very few dwellings or apartments vacant in the city. 


From all indications Dubuque is showing a decided improvement in 
business conditions for 1936 as compared with the summer of 1935. 4 


The number of families on relief in Dubuque, Iowa has also declined. .. 
about 50 percent, as shown by Table 9. In April 1936, 1,193 families were . . 
reported as being on relief compared with 2,402 families in April 1935. ~~" 


é« The trend of milk consumption in the Dubuque Sales Area. ‘°° 


According to the market administrators reports, the consumption’ of 
Class I milk in Dubuque during January and February 1936, was about 10 per 
cent less than in the same months of 1935. No adequate explanation of the’ . 
cause of this decline is available. = ee 


3e Seasonal variation in sales of fluid milk in Dubuque, Towa. 

There is no apparent seasonal variation in the sales of fluid milk 
in the Dubuque market. See Table 12. Average daily sales of Class I milk: .. - 
per month reported by the market administrator, however, declined steadily’: 
throughout 1935. As noted above, no adequate explanation of the cause of \. 


thisdecline is available. 
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Comparison of prices paid in Dubuque for Class III 
milk with prices paid by cheese factories in the 
Dubuque Supply Area for 3.5 per cent milk per 
hundredweight, August 1, 1935 to December 15, 1935. 
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cheese factories 
in this area for 
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Table 9. Number of families receiving relief in 
Dubuque, Iowa. 


Month pee apy Tec 0) So Srant ies 
Ae Lt foetal st Unemployed 9 2 Tnemptoyebles ae 
1934 ' Munber Mumber Number _ 
December ye eal ; 1972 49 
1935 ; 
January CS. 2264 61 
February | 2355 . 2302 53 
- March . ' 2444 2368 26 
April ' 2352 22°72 80 
May - edged bawling 2108 : 183 
June 2180 1912 nine! 218 
July » Shs 
August - 1925 
September 2072 
October / 1967 
November © 1899 
December 1: 1724 
1936 
January : 1418 
February aly, 
March m)  1L1S9 
April Pero 


Data from relief headquarters in Dubuque, Iowa. 


Compiled from annual report of the Market Administrator. 
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C. Supply conditions 
(1) Location and boundaries of the Dubuque Milk Supply Area. 


Figure 1 shows the area in which most of the producers who 
send their milk to the Dubuque market are located. Nearly all 
of the fluid milk sold in this market is produced within ten 
miles of the city. About 85 percent of the producers selling 
on this market are located in Iowa, ten percent in Illinois and 
five percent in Wisconsin. 


About 70 percent of Dubuque's fluid milk receipts by dis- 
tributors are brought in by the producers themselves. The re- 
Maining 30 percent, with the exception of one load, is hauled 
by independent truckers. One truck is operated by a milk dis- 
tributor. Practically all of this milk is hauled for a uniform 
Charge of 15 cents per hundredweight. 


(2) Type of farming 


The area in which milk is produced for the Dubuque market is 
very hilly. Much of the land erodes badly when in cultivated 
crops and is best suited to the production of grass and hay. In 
Dubuque county 56.9 percent of all land in farms in 1929 was in 
pasture and hay according to the United States Gensus reports. 
In Jo Daviess County, Illinois, from which Dubuque draws about 
ten percent of its milk supply 63.9 percent of the land in farms 
was devoted to grass and hay in 1929 according to the Census re- 
ports. (See Table 10) } 


Dairying is the most important single farm enterprise in the 
Dubuque milk shed. In 1929 17.3 percent of the farms in Dubuque 
County, where about 80 percent of the milk consumed in the Dubuque. 
market area is produced, received 40 percent or more of their farm 
income from the sale of dairy products (hereafter called dairy- 
type farms) according to the United States Gensus. In Jo Daviess 
County, Illinois, and Grant County, Wisconsin, from which Dubuque ~ 
receives a considerable quantity of milk, the percentage of dairy-. 
type farms was 28.5 and 42.4 respectively. (See Table 11). The 
average number of milk cows on these dairy-type farms in each county 
ranged from 13.9 to 14.7 per farm. Most of these cows were of dairy 
breeds. The average number of milk cows on all farms in each of 
these counties, however, was nearly as large as for the dairy-type 
farms, ranging from 11.0 milk cows per farm in Dubuque County, Iowa, 
to 11.7 in Grant County, Wisconsin. (See Table 11). 


very AtTddnsg 3ATtHM enbnang 


_ PeIy seTeg enbnqng 


SOTIOJOV aseeyg 


SoTiomves9 
STOUTTTI 


UTSUOOSTpP 


Table 10. 


Use of land in’selected areas 
adjacent to and including the — 
Dubuque milk supply area, 1929, 


. Percent 


County or State 


Seni. 


, 
‘ 
‘ 
e 
‘ 
‘ 


‘farms is of 
: total land | 


Percent : 


Dubuque, Ia. 
Jo Daviess, TL. 
Grant, Wis. 
Towa 
Illinois 


Wisconsin 


Compiled from U. S. Census of Agriculture, 1930, Volume II, 
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County tables, I & V. 
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All 
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Dairying is consequently an important enterprise on most farms in this 
area, 


Purchases of feed by farmers in this area, however, are small. 

Most of the feed used is home grown, and enterprises other than dairy 
compete to some extent for the use of it. Poultry is fairly important, 
but the number of hogs produced is relatively small, _Both enterprises 
Supplement the dairy enterprise to a considerable extent: ‘There are no 
important alternative markets for feed produced on farms in the Dubuque 
milk shed. In general, milk production in this area is linkea quite 
closely to the production of feed Crops. 
(3) Disposition of milk produced. 

No data are available showing the amount of milk produced in the 
Dubuque milk supply area in 1935, or the disposition of it. The pro~ 
duction and disposition of milk in 1929 in the three counties from Woi chy. 
Dubuque draws its milk supply was reported by the United States Bureau of 
_ Census to .be as shown in Table 12. The total amount of milk produced in 
Dubuque County in 1929 was greatly in excess of the amount of milk received 
in Dubuque sales area in 1935, as reported by the market administrator. 
Nearly three-fourths of the milk produced in 1935 in Dubuque county, how~ 
ever, was separated on the farm and only the cream sold. Only 15.4 million’ - 
pounds of whole milk was reported as sold from farms in this county in 1929, 
This included milk sold to cheese factories and to other manufacturing 
plants as well as sales to handlers in Dubuque and local towns in the county. 
In 1935 the market administrator also reported that 15.4 million pounds7ofeae 
milk was received in Dubuque. 


In Jo Daviess County, Illinois, the production of milk in 1929 was. . 
about the samc as in Dubuque County, but the amount sold as whole milk was. . 
much larger, being 42.9 percent. 


In Grant County, Wisconsin, the production of milk in 1929 was greater 
than in Dubuque and Jo Daviess counties combined, and 39.9 percent of it 
was seld as whole milk, to handlers in Dubuque and local towns, and to 
cheese factories and other manufacturing plants. 


It is, therefore, apparent that the volume of milk consumed in the 
Dubuque marketing area is only a small part of the milk produced in these 
three counties. Cheeese factories and creameries furnish the market for a 
large part of the milk and cream produced. 


(4) Sanitation requirements. 


Milk sold in the Dubuque market for consumption as fluid milk or cream 
must conform to certain specified health regulations. All raw or pasteur-~ 
ized milk or cream Sold at retail, as fluid milk or cream must not contain 
more than 100,000 bacteria per cubic centimeter. Furthermore, milk which is 
intended for pasteurization by pasteurizing plants and thereafter to be sold 
or offered for sale within the city of Dubuque at retail as fluid milk or 
cream must not contain more than 500,000 bacteria per cubic centimeter before 
pasteurization, These regulations were approved on October 7, 1935. The 
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) Table 12. Disposition of milk produced on farms in 
57 gee the Dubuque Supply Area,. 1929 
Dubuque Jo Daviess | . Grant at ‘cae 
Classification _ : COURCY ju eCOUN LY. la cau UCGnrLgy: - Total - 
. 3 Towa : Illinois.. .{ Wisconsin aan 
Zi $ Million {Million -°f Million | | MilTion™ 
{ Pounds. : pounds  -% pounds. : Pounds 
Potal’production . .-?+' 90.5 ° 1 © 96.9 oni Fi te enna 399.0: 
Whole milk sold Jo 15.408 Halwa bot Bate WE 141.5! * 
Farm butter sold Lraeee sh : 02 foo Teas 
(milk equivalent) = hs ., ia 
Cream sold © tS Re: May | Lt Shes iieiiee Fe: 
(milk equivalent) | ae ik pei ae ae 
Cream sold as butterfat : 65.6 : 42,0 ; 105.4 {ieee 
(milk: equivalent) oe : ; ee -s : a 
Milk used on farms: of Reyes gw sty . aye tr oth Dagens 
Compiled from the United States Census of Agriculture, 1930. 
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cost and expense of making the inspections and tests necessary to.enforce 

these regulations is paid out-of a fund obtained by -the collection of one cent 
per hundredweight on all milk received or produced by distributors or producer 
distributors in this market. 


A special milk ordinance No. 112 adopted December 20, 1921, and still in 
effect, also states that milk sold in the Dubuque market must be produced under 
Certain specified physical conditions. It stated that "after July L, Le coynos 
as Soon as State aid is available for assistance in obtaining tuberculine 
tests, all milk sold or distributed:in the city shall come from cows free from 
tuberculosis as shown by tuberculine tests," It also states that buildings 
used for stabling cows for dairy purposes must be "well lighted, ventilated,: 
drained or constructed" and that they must be "kept clean and in good repair 
and well painted or whitewashed," Qther provisions related to the disposal © 
of manure, location of toilets, health of milkers, and the care of milk. 


These regulations tend to increase the cost of producing milk. ; Prior to . 
October 7, 1935, however, the enforcement of health regulations governing milk | 
Sold on this market was very poor: ‘The city employed a ‘part-time man for ine © 
spection, picking up samples, etc. As a result only the larger ,.dairies 
located within or immediately outside of the city limits were inspected. Out 
Side of ascertaining that the cows were tuberculine tested, the dairies of 
producers selling to distributors were not inspécted. Since October 7, LOS, 
however, a full time inspector has been employed by the city. 


The tightening up of health regulations governing the sale of milk in 
this market can be expected to incréase ‘the ‘cost of producing it. The supply 
of milk may be reduced as a result. 


(5) Seasonal surplus. 


Seasonal fluctuations in the production of milk in the Dubuque supply 
area are considerably greater than the fluctuations in consumption of milk 
in Class I as shown by Table 13 and Figure 2. During the summer months the 
amount of milk produced by dairymen selling milk on the Dubuque market greatly 
_ exceeds the demand of consumers for milk and cream. The surplus is used in 
tne manufacture of various products, such as butter, ice cream, etc. During 
the summer months a large proportion of the surplus is used in the manufacture 
of ice cream. During the winter months of 1935 all but about 12 percent of 
the milk received was used as Class I and Class II. 


Under these conditions of supply and demand, the price of milk might 
fluctuate widely throughout the year if no attempt were made to control the 
market. During the winter months milk prices would tend to be based upon 
the demand for milk for consumption as fluid milk or cream, while during 
the summer months they would tend to be based on the demand for milk in 
manufacturing ice cream and butter. 
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The proposed marketing agreement, however, provides that producers 
be paid for milk according to the use made of it. That sold as fluid milk 
is to be paid for at one price, that sold as cream at another price, and 
that disposed of as ice cream, butter, etc., at still another price. Further- 
more, a minimum price is established for all milk sold as fluid milk (Class © 
I). By this arrangement it is expected that some of the decline in prices 
resulting from a supply of milk in excess of Class I demand can be prevented. 


(6) The organization of the milk supply for the Dubuque market. 


Approximately three-fourths of the producers shipping milk to the ¥ 
Dubuque market are members of the Dubuque Cooperative Dairy Marketing Asso-~ 
ciation. From December 1934 to June 1935, inclusive, members of this asso 
ciation ‘supplied 65.7 per cent of all milk used in this market. (See 
Table 14.) During this period they supplied 58.3 per cent of the Class I 
milk sold, 67.7 per cent of the Class II milk and 74.5 per cent of the 
Class III milk. 


This association was organized in June 1922 and is the only incor-— 
porated cooperative association of milk producers in the market. It ar— 
ranges for the sale of milk produced by its members to handlers in Dubuque, 
tests the milk delivered by producers for butterfat content and sediment, 
inspects the books of the dairies to whom it sells, ascertains the use tot 
the milk as to classes, collects from the handlers, and pays the producers 
for their milk. For these services they received under License No. 94, 

4 cents per hundredweight. There are, however, four handlers in .the 
Dubuque market who buy from independent producers who are not members of 
the cooperative association. 


This: association also operates a surplus plant and creamery through 
which it. can marxet any milk that is not sold to handlers in Dubuque. 


There is also an association of handlers in Dubuque called the 
Milk Dealers! Association. Anyone who distributes milk in Dubuque is en= 
titled to membership in the association. The Dubuque Cooperative Dairy 
Marketing Association is a member. The purpose of this association is to 
Stabilize milk prices. It is, however, not incorporated and is not fun— 
ctioning to any great extent at the present time. 


Thé producer. handlers in this market are also organized to some 
extent. .Tney have an association which is intended to enable them to 
better protect. the interests of raw milk dealers. There is, however, no 
agreement between its members and no membership dues. 


There are also a great many peddlers in this market who buy milk 
from handlers and distribute it to consumers. ke 


(7) Relation of supply to the margin between prices of Classes Ly) EE eae 
III and prices paid by creameries and cheese factories in the Dubuque 
marketing area. 


There is nothing in the proposed marketing agreement to prevent 
producers from increasing their production of milk and selling it on the 
Dubuque market. Nor is any attempt made in the proposed marketing agree~ 
ment to keep new producers out of this market. Consequently, if the price 
of Class I milk is established at too high a level the volume of milk 
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Compiled from reports of the Bureau of Agricultural Economics, 
Division of Crop and Livestock B3stimates 


a Prices at Chicago 


= ee 
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coming into this market Can. be" expected ‘to increase, partly as a result of 
increased production but mainly because of a shift in the sale of milk from 
cheese factories in the area to the Dubuque market and a shift in the dis- 
position of milk on farms from the sale of cream for the manufacture of 
butter and.other' products. to. ‘the sale of whole milk on the Dubuque market. 
Furthermore, a. considerable, number of dairy farmers deliver their own milk 
to consumers in Dubuque, and the number would tend to increase if the pro- 
ducer prices established. are too low in relation to°retail prices. Com- 
petitive forces. alka g this market can, therefore, be expected to coed prices 
closely in tine with demand. and supply conditions. | 


(8) Current production fendi clone of” importance in relation to the proposed 
schedule of minimum prices to producers. 


Mille production, , AS. indicated by the estimated total sales of all 
milk in the market, as reported by ‘the market administrator, was considerably 
less during the, winter of 1935- 36 than ‘in the preceding winter. Total sales 
of milk in this market during January and February webs were 19 ses cent 
less than during the same months of 1935. 


Feed prices, howéver, have been considerably lower for the State of 
Iowa as a whole during the winter of 1935-36 than during the preceding 
winter. Average prices received by farmers in Iowa for corn declined from 
87 cents per bushel in January 1935 to 47 cents in January 1936. Alfalfa 
hay declined from $20.00. per ton to $9.50 during the same period. Standard 
spring wheat bran at Chicago also declined from $28.20 per ton to $18,388 
and cottonseed meal from $40.00 to $27.31 per ton SRS the same hari 
(See Table 15. 7 


(9) Alternative markets and prices paid therein in relation to prices pro- 
vided by the proposed marketing, agreement and RAUL 


There are a number of alternative markets for milk produced in the 
Dubuque milk shed. Creamerics and cheesé factories are’ scattered through- 
out this territory as showm by Figure 1. A large proportion of the milk 
produced in Dubuque County is marketed as cream on a butterfat basis. In 
Jo Daviess County, Illinois, and Grant County, Wisconsin, a large amount 
of the milk produced is sold as whole milk to cheese factories. 


The average net return received by farmers per hundredweight of milk 
at each of these types of markets is usually very nearly the same. For 
instance, in 1935 the average blended price paid farmers by handlers in 
the Dubuque market was $1.41 per hundredweight. Since about 30 per cent 
of this milk is hauled by truckers at 15 cents per hundredweight, a con- 
siderable number of farmers sending whole milk to’this market received 
only an average of $1.26 per hundredweight. During the same year cream- 
eries in Dubuque were paying 3 cents per pound of butterfat premium over 
the price of 92. score butter in Chicago. Since the average price of such 
butter in Chicago was 28.81 cents per pound in'1935, creameries in. Dubuque 
probably paid approximately 31.81 cents per pound. At this price the 
butterfat in 100 pounds. of milk testing’3.5 per cent butterfat would be 
worth $1.11 or 15 cents per hundred léss than that received by a farmer 
paying 15 cents per hundredweight to have his whole milk hauled to the 
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Dubuque market. The: skim milk from a 100 pounds of wholé milk has a: feeding 
‘value in the prodtiction of poultry’ oat hogs oe more than L5 cents per hun- 
dredeight. 


Cheese factories in this territory usuelly pay about 6 to 8 cents 
premium over 92°score butter prices at Chicago. A premium of 7 cents per 
hundredweight ‘above the average price of 92 score butter in Chicago in 1935 
would have resulted’ in an average price of 35.81 cents per pound of ‘butterfat 
in’ whole milk delivered at: Cheese factories, or $1.25 per hundredweight Hop 
milk containing 3.5 per: cent butterfat.: This price.i16, 15 cents below the 
average blended price paid by handlers in the Dubuque market. Producers 
of milk délivered’ to cheese ‘factories, ° however, do ‘not have to conform to 
the health requirements of Dubuque. 


’ While there ‘are “no “condénseries in the Dubuque milk shed, a number 
Bisse them are located: within a hdndred mile radius. ‘The average prices’ paid 
- er hundredweight of whole milk‘at four of - these condenseries in 1935: was 
$1.36 per hundredweight of milk compared with an average blended price’ ‘of 
$1.41 paid by handlers in the Dubuque market. | ; 


D: Conclusions as to ininimum: prices to producers: specified in the RiCRae 
nate agreement and order. af 


ah) The Class T ‘price. - » 
The Class I price of: $2.00 per itudveaneteuee provided by the S ooeeee 

‘marketing agreement and order:is 10 cents higher than that paid by handlers 
in this market since November, 1935. It is also 10 cents per hundredweight 
higher than is being paid in the Quad Cities for Class I milk but the same 
as that paid in the Des Moines market. Receipts of milk by hardlers in 
Dubuque during the winter of 1935-36, however, have been relatively lower 
than in Quad Cities or Des Moines. Health regulations governing the pro- 
duction and sale of milk in Dubuque have also become more strict, and more 
fully enforced during’ the last Six months. This would naturally tend to 
increase the cost of producing milk for the Dubuque market and at the same 
time tend to decrease the supply of milk available for consumption. There 
has, also, been’ a considerable improvement in business conditions since the 
early part of 1935. It should be noted, however, that Class I sales during 
January and February, the latest months for which data are available, were 
about 10 per cent lower than in the same months of 1935, For these reasons 
the Clauss I price appears to be slightly high. ie 


(2) The Class II price. 


The Class II price of $1.42 per ninareamesene of milk on the other 
hand appears to be slightly too low, The spread‘of 58 cents per hundred- 
‘weight of milk is 25 cents per hundredweight greater than the spread a year 
ago. It is, however, slightly less than the spread between Class I and 
Class II milk (deFined: in practically the same terms as in the proposed 
marketing agreement and order)’ in Quad Cities during May arid. June 1935, 
but somewhat greater than -in other monthss the minimum price for Class II 
milk in the Quad Cities is determined by a formula based largely upon the 
price of 92 score butter in Chicago and it is not cléar why a similar ~ 


formula was not established in the proposed marketing agreement and order, 
instead of a fixed price. The arguments in favor of having a separate 
Class for cream, indicate that the price of Class II milk should be deter- 
mined bya: formuka, which. would cause the Class II price to vary with the 
market price of butterfat. i 


eo The Class. IIT price. 


The principal use of surplus milk not sold as Class I or Class II 
is in the manufacture of ice cream, butter, cheese and other products. 
Some of it, however, May be used in the manufacture of chocolate milk, 
flavored milk drinks, creamed cottage cheese and creamed buttermilk. Milk 
used for such purposes is included in Class I in some markets. During the 
summer most of this milk is used in the manufacture of ice cream. The 
price paid for Class III milk must, therefore, conform closely to the 
value of it for such uses. ‘The proposed marketing agreement and order 
States that each handler shall pay producers in the manner set forth in 
Article VIII, not less than 3.5 times the average price per pound of 92 
score butter at wholesale in the Chicago market, as reported by the United 
States Department of Agriculture for the delivery period during which such 
milk is purchased, plus 15 cents. This price, at the present time, (May 28, 
1936) is 5 cents per hundredweight above the Class IV price in Quad Cities 
and 14 cents below the Class III price. In the Quad Cities market Class III 
milk is milk used to produce evaporated milk, ice cream or ice cream mix, 
and Class IV milk is that used in the manufacture of butter and other dairy 
productse Furthermore, as noted on page 17, the class III price for milk 
in Dubuque, calculated according to the same formula as that specified in 
the proposed marketing agreement and order, from August 1, 1935 to December 
15, 1935, the only period for which data are available, was about 10 cents 
per hundredweight less than that paid by cheese factories in this area. 


It should, however, be noted that the prices specified in the pro- 
posed marketing agreement and order are minimum prices and that the Dubuque 
Cooperative Dairy Marketing Association controlled about 74.5 per cent of 
the estimated total amount of class III milk used in this market from 
December 1934 to June 1935 inclusive, the only period for which data are 
available. This cooperative operates a surplus plant and is ina position 
to get the full market value for this milk. Furthermore, the volume of 
Class III milk handled by other dealers is small. Some of them may, because 
of a small volume and perhaps lack of facilities be able to obtain more than 
the specified minimum price for such milk plus a reasonable return for their 
labor, equipment, etc. used in marketing this milk, There may, therefore, 
be good reasons for establishing a relatively low minimum price forsClecs 12) 
milk in this market. Sufficient facts, however, are not available upon 
which to base any final conelusion. 


On the basis of the foregoing facts and considerations it appears 
that the schedule of Class I and Class III prices specified in the proposed 
marketing agreement and order may be justifiable. While the Class I price 
appears to be slightly high, the Class III price appears to be too lowe 
They may average out satisfactorily from the standpoint of the farmer, but 


AO 


Part Vv. 
Other Provisions of: the Proposed Marke ting Agreement and Order 


. The remaining provisions of the proposed marketing agreement and or- 
der are necessary for the purpose of making effective the classification 
and price provisions previously discussed. 


As The Dubuque Marketing Area, as defined in the proposed marketing 
agreement and order means the territory within the corporate limits of the 
city of Dubuque; the territory within the township of Dubuque; sections l, 
©, 3, 11 and 12 of the township of Table Mound: and sections 5 and 6 of the 
townships of Mosalem, all-in the county of Dubuque in the State of Iowa. 


B. Other definitions. "Person" means any individual, partnership, 
corporation, association, or any other business unit. In the milk indus- 
try, practically all types of business organization. are to be found. Hence, 
in order that all handlers subject to regulation in a milk market be regu- 
lated, it is necessary that all possible types of business organization be 
specified and the proposed marketing agreement and order be made applicable 
thereto. If this were not done, some persons would be exempt from the 
provisions of the proposed marketing agreement and order even though the 
Character of their business were such that they were subject to regulation. 
This would operate to cause the regulatory aspects of the proposed market- 
ing agreement and order to be very discriminatory between different firms, 
and it is to obviate this inequitable result that "person" is so defined 
as to cover all types of business organization. ee, 


"Producer" means any person, irrespective of whether any such per- 
son is also a handler, who produces milk in conformity with the health 
requirements applicable for milk to be sold for consumption as milk in 
the Dubuque Marketing Area. Milk which: does not meet these requirements 
cannot legally be sold for consumption as fluid milk in the Dubuque Mar- 
keting Area, hence the handlers of such milk should not be subject to any 
proposed marketing agreement and order relating to such milk. But all 
milk which meets the health requirements is in actual or potential com- 
petition with all other such milk, and handlers of such milk must be 
subject to any proposed marketing agreement and order for such to be ef- 
fective in regulating the handling of such milk. 


"Handler" means any person, irrespective of whether such person 
is a producer or an association of producers, wherever located or operating, 
who engages in such handling of milk, which is sold as milk or cream in 
the marketing area, as is in the current of interstate or foreign commerce, 
or which directly burdens, obstructs, or affects interstate or foreign 
commerce in milk and its products. 


One of the major objectives of this proposed marketing agreement 
and order is to place all handlers on a comparable basis with respect to 
the purchase price they are required to pay for milk sold in. the several 
use classes. In order that this major purpose of the proposed marketing 
agreement and order be accomplished, all persons involved in the handling 
of milk and its products in interstate commerce, or so as to burden, 
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obstruct, or affect interstate commerce, must be subject to the propesed 
eee agreement .and order... All types of business setups and or- 
ganizations are found. ‘Hence, ‘the definition of a handler must be broad 
enough to include all those persons who are in competition with each 
other so that.no provision of the. proposed marketing agreement and order 
be discriminating in effect with respect to different firms or persons. 


C. Market administrator ‘and provisions relating thereto. 


: Seles. Renore! and. irons tt order that the Secretary 
can: be. assured that - the . administration of the proposed marketing agree- 
ment,and order is beign carried out without any bias in favor of or 
against any group-in the Dubuque. Marketing Area, it is necessary that 
he appoint the market administrator. This procedure has been followed 
in all.Federal: milk.licenses, due to. the fact that it has proven more 
feasible than other types of administrative organization. The person 
selected needs. to be one of wide experience and one with complete Una 
derstanding of the proposed marketing agreement ‘and order. In order 
further to insure unbiased administration of the proposed marketing 
agreement and order, it is necessary that. the market administrator, . 
selected by the Secretary, be subject to removal by the Secretary and only 
the Secretary. For. further assurance to all concerned of the faithias 
. and honest performance by the Market administrator of his duties, the a 
market administrator is required to execute and deliver to the Secretary 
a bond in such amount as the Secretary may determine, with surety there- 
on satisfactory to the Secretary. 


Compensation. ‘The Secretary determines the salary of the 
market administrator he selects This salary is considered an expense 
of administering the proposed marketing agreement and order. 


aiuto, In order that there shall be proper administration ~ 
of the SORE. sed marketing agreement end order, “the market administrator 
mst : 


1. Keep such books and records as will clearly reflect the 
financial transactions provided for in the proposed marketing agreement 
and-order. In order for the Secretary to be assured, and to assure 
producers and handlers of proper administration of the proposed mar- 
keting agreement and order, the books and records of the market ad- 
ministrator must be subject to his examination at any and all times. 
Only by being so assured can the Secretary know definitely that the 
proposed marketing agreement. and order is ef fectuating the policy of © 
Congress as. stated in the Agricultural Adjustment Act. 


a; In order for the Secretary to be informed, furnish ete 
information and verified ek as the Secretary may request. 


3. In order to assure that his duties, ‘for which the Sec-= 
Cran is responsible, are being properly carried out by his employ- 
ees, obtain a bond for each employee who handles funds entrusted to 
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the market administrator under the provisions of the proposed mar- 
keting agreement and order. Most of the money handled in the Ad- 
ministrator's office belongs to handlers or producers, and the bond 
would cover possible losses, to them. This insurance being necessary 
to the proper administration of. the proposed marketing agreement and 
order, the expense of such bond should be a part of the expense of 
administration. Pe 


4. Publicly disclose, except as otherwise directed by the 
Secretary, the name of any person who has not: 
; ‘ 


(1) Made reports pursuant to. article V of the proposed 
marketing agreement and order. These reports are the only way in 
which the administrator can determine in a reasonable length of 
time sales made by each handler in each class, etc. ‘These reports 
are necessary in order that prices to producers be computed by the 
market administrator and the purpose of the proposed marketing 
agreement and order be effectuated. If the handler pays his pro- 
ducers without filing these reports, other handlers and also the 
producers should be informed that that handler had not filed reports 
and that the Administrator could not determine if the handler had 
paid the correct prices for his milk. If the producers are not so 
informed, they might assume that they had been paid the correct 
price. The Administrator must make it knom that he had not verified 
the prices paid and, therefore, was not responsible for its correct- 
ness. 


(2) Made payments pursuant to article VIII of the pro- 
posed marketing agreement and order. The market administrator ob- 
tains information to compute the price that. shall be paid by each 
handler and also obtains information as to what price was paid. With 
no notice to the contrary, a producer might assume that the price he 
received was the one to which he was entitled, when in fact, it 
might be different from what the market administrator had. computed 
as being correct. Because the producer might make such an incorrect 
assumption, the market administrator must notify such producers that 
the prices paid by the handler were not those computed by the market 
administrator. All handlers will be in the same competitive position 
only if they pay the price as computed by the Administrator, The 
other handlers in the market in order to be on equal competitive terms 
must know tha names of those competitors who have not paid the same 
price for their milk (subject only to deviation adjustments) as they 
have. 


Responsibility. The market administrator, in his capacity 
as such, however is not held responsible in any way whatsoever to any 
handler or any other person for errors in judgment, for mistakes, or 
for other acts either of commission or omission, except for his own 
willful misfeasance, malfeasance or dishonesty. 


D. Inter-handler sales. (Section 2 of article III of the pro- 
posed, marketing agreement and order. ) Milk sold by a handler to 
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another handler shall bé presumed to be, Class I-milk. In, the ~ 
event. that such‘ selling handler or person who is not a handler, 
of or before the date fixed for filing reports pursuant to article 
V, notifies the markét administrator that such milk, or part 
thereof, has been sold or used by the purchaser other than .as_ 
Class I milk, such milk, or part thereof shall be classified ac 
cording to such notification; provided,.that if such.selling hand- 
ler does not, on or before the 10th day after the end of the 
delivery period during which ‘such gale was made, furnish proof 
satisfactory to the market administrator in support..of-the above 
notification, such milk or part thereof shall then be classified 
as Class I milk and so included in the, value, of milk computed 
for the selling handler pursuant to section 1 of article VIII.. 


_», The provosed marketing agreement. and order. is designed . . 
to place all handlers on a comparable basis with respect. to the 
purchase price they are required to.pay for milk sold-in the several 
use classes. This objective.can be accomplished only by a close: .., 
check on the ultimate-use of the milk. In the process of marketing,.. 
milk often passes through several handlers before it reaches the 
ultimate user. The handlers. who purchase milk and cream are so | 
numerous, of such varied character, and often so sporadic in their 
purchases that the market administrator would have, practically, 
on impossible task to perform to check each sale of milk and cream 
to other handlers to be sure he knew the ultimate use of that milk 
end.cream. NE eae ee Bid Son lect es ig 


Hence, the efficient and economic procedure is to. charge _ 
this milk and cream sold to another hendler.at the Class I price _ 
at some point before it starts its devious routes to the ultimate. 
consumer. But, at the same time, allowance’is made go that the _ 
selling handler, if he does sell the milk and cream for other uses 
than Class I, is charged the prices applicable to. such uses. In 
this way only can the administrator be sure that the milk and cream 


sold by all handlers cost each handler the same. 


E. Individual handler pool. | There is provided in the pro- 
posed marketing agreement and order a plan whereby each handler . 
pays a uniform price for all milk purchased by him. This Lgoy 
called an individual hendler pool. ‘the market-wide pool has been 
tried in this markét under the licetise, with resulting opposition - 
on the part of a considerable number of handlers and producers in 
the area. Some handlers do not like to. make net payments into an 
equalization fund, while other handlers draw out more than they pay, . 
in. Some producers also tend to receive higher prices under the . 
individual handler pool than under the market-wide pool. Other. pro-. 
ducers, of course, receive less. Naturally those producers adversely 
affected oppose such a plan. There are also a number of other factors 
which make the individual handler pool more desirable thanthe market-— 
wide pool under the proposed marketing agrecment and order, In the 
first place, this is a small market. Approximately 70 percent of the 
milk received by handlers is delivered by producers. Such producers 
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can shift from one handler to another quite easily. In the second 
place, approximately three-fourths of the milk received in this 
marlet will be included in one pool, that of the Dubuque Cooperative 
Dairy Marketing Association, and paid for at a.uniform price. 
Finally, there is the fact that from December 1934 to June 1935, in- 
clusive, the calculated average price of milk for each handler in 
the market varied little from the average pool Pree for the entire 
market. See Table 16. 


F. Computation, accounts and payments. Article V of the 
proposed marketing agreement and order sets forth three types of 
reports which handlers are required to submit and provides for the 
verification ‘of these’ reports. The necessity for all these reports 
and for their verification becomes apparent with the realization of 
the nature of: a milk market and practical operating problems which 
arise in making effective the class prices in the payments to all 
producers which reflect the utilization of eae by each handler 
_to whom they deliver milk.. 


Section 1 requires handlers to submit reports to the 
market administrator on or before the fifth ony after aert ender, each 
delivery. Regn s showing: 


pki The receipts at each plant from producers who are 
not handlers; ; 


ae The receipts at each plant from any ae handler, 
including any handler who is also a-producer; 


Se The quantity, if any, produced by such handler; and 


. 4, The respective quantities of milk which were sold, 
, distributed, or used, including sales to other handlers, for the pur- 
pose of classification pursuant to article III. 


Section 2 provides for other reports with respect to pro- 
ducers delivering milk to a handler, to be made at the request of the mar- 
ket administrator. These reports enable the market administrator to 
secure needed information with respect to producers after a handler has 
newly become a party to the agreement or to request information not. already 
in his hands which is needed for full knowledge in order to effectuate 
and to determine the effects of the marketing agreement and order in 
relation to the policy of the Act. The second report provided for under 
section 2 requires that each handler report to the market administrator 
upon first receiving milk from any producer who has not previously 
shipped milk to the handler, in order that the market administrator 
may keep his records up to date with respect to producers delivering 


Ae ie 


Table 16. Comparison of prices that would have been paid 


‘by each milk handler in Dubuque, if calculated 
on the baiss of minimum prices for each class of milk 
‘and reported sales of milk in each class, by months, 
December 1934 to June 1935. 1/ 


.Mamber ; Number . Number . Number ; Number ; Number .Weighted = 


Month © agile jet EVE 2/: i ae alee V es Nile raverage for 
2c SRT lal ‘Handlers : Handlers ‘Handlers: ‘Handlers: Handlers :] ‘Handlers: six dairies 
Dollars.‘ Dollars ;Dollars ‘Dollars ‘Dollars “Dollars : | i Dole a 

December 1934 1.573 ; 1.561 | 1.487 | 1.564 : ae 33258) : 1.565 be 1.490 
January 1935 : i009 : 1.568 : 1.520 | 1.554 : 1.p1lt : 1,543 : 1.521 
February 1936: 1.544 3 1.616 : 1.557 : 1.562 : 1.567 : 1.563 1.551 
March 1935 : 1.455 : 1.544 : 1.472 : 1.526 ; 1,497 ! 1.525 ! 1.480 
April 1935 : 1.493 : 1.513 : 1.477 ; 1.504 ! 1.523 : 1.541 1.490 
May 1935 1.358 : 1.283 : 1.296 ; 1.340 : pistol ! 1.344 ; 1.284 
June 1935 wlan : 1.209 | 1,182 ! 1.299 : 1,311 : acu ; 1.185 
Average (7 moe) 1.429 ; 1.430 : 1.401 : 1.460 ; 1.466 1.451 : 1.437 


1/ Calculated by weighting the average price for each class as determined under 
the license, by the quantity of milk used in each class, by each handler and 
by all handlers. 


2/ Companies buying all of their milk from the Dubuque Cooperative Dairy Market- 
ing Association. Other companies may also buy a portion of their milk from 
the Cooperative. 


ee 


to each handler and to the coming into the market of producers who did not 
market milk regularly, for thirty days prior to the effective date of the 
marketing agreement and order. 


Section 3 provides for the regular reporting by handlers of their pay- 
ments to producers for each delivery period in the form of a copy of the hand- 
ler's producer payroll. Sich a report expedites the routine checking of com- 
pliance with the marketing agreement and order, and provides in an economical 
way the information necessary for the market administrator to maintain adequate 
producer records. 


section 4 provides that each handler shall permit the market adminis- 
trator to verify the information contained in all reports. The importance of 
routine verification of all reports is readily understandable in view of the 
intricate and detailed transactions which are inherent in the milk business. 
Where errors both willful and accidental may so readily creep in and effect 
the returns to producers, successful operation of a marketing agreement will 
depend to a large extent upon the extent to which the market administrator 
assures himself of the correctness of the figures supplied him in the reports 
and of the correctness of the sampling, weighing and testing of butterfat of 
the milk which is delivered by producers. Such routine verification is thus 
extremely necessary for the effectuation of the provisions of the marketing 
agreement and order. 


Article VII of the proposed marketing agreement and order provides for 
the calculation. and announcement of a uniform pool price for all milk pur- 
chased by each handler. For each delivery period, the market administrator 
is required to compute, subject to the provisions of article VI, pertaining 
to handlers who are also producers, the value of all milk sold or used by 
each handler, which was not purchased from other handlers, by (a) multiply- 
ing the quantity of such milk in each class by the price applicable pursuant 
to article IV, and (b) adding together the resulting value of each class. 

A uniform price is also calculated for each handler for each delivery period 
by dividing the total value thus obtained by the total quantity of milk for 
which such value is computed. The market administrator is required to notify 
each handler, on or before the tenth day after the end of each delivery period, 
of the uniform price calculated for all milk purchased by him, and to publicly 
announce these prices on or after the fifteenth day after the end of each 
delivery period. 


Article VI of the proposed marketing agreement and order provides that 
in calculating the uniform price to be paid for milk purchased from producers 
by each handler who is also a producer, the milk purchased by him in each 
class, from other handlers shall first be excluded, and the milk purchased 
from producers apportioned to each class according to the ratio which such 
handler's remaining total sales in each class bears to his remaining total 
sales in all classes. 


G. Payments for milk. 


Article VIII of the proposed marketing agreement ond order provides 


ee Ss 


that the minimum class prices shall be paid by handlers for each de- 
livery period, not. later than the 15th day following the delivery 
period, in the form of a blended average price for all milk pur- 
chased from producers by each handler, subject to a specified butter- 
fat differential. If any producer has delivered to any handler dur- 
ing any delivery period, milk having an average butterfat content 
other than 3.5, section 3 provides that such handler shall pay, for 
each one-tenth of one percent of average butterfat content above 

3.5 percent, or shall deduct, for each one-tenth of one percent of 
average butterfat content below 3.5 percent one-tenth of the average 
price of 92—score butter at Chicago, per hundredweight, but not less 
than 3 cents and not more than 4 cents. 


He Deduction for marketing services. 


The Agricultural Adjustment Act, as amended, states that 
the Secretary of Agriculture may provide for marketing services as 
follows, (Section 8c (5) (F) ): | 


"Providing (i) except as producers for vhom such ser- 
vices are being rendered bi a cooperative marketing as-— 
sociation qualified as provided in paragraph (F) of this 
subsection (5) for market information to producers and 
in the verification of weights, sampling and testing of | 
milk purchased from producers and for making appropriate 
deductions therefor from payments to producers ...e. .! 


Under the License (No. 94), which has been in effect in 
this market since December 4, 1934, provision was made for perform— 
ing such marketing services for all producers selling milk to hand- 
lers in this’market. The cost of such services was paid from a fund 
collected by the market administrator from distributors. Each dis- 
tributor was required to deduct 4 cents per hundredweight from pay- 
ments to producers on all milk delivered to him during each delivery 
period, and pay it to the market administrator. 


The Dubuque Cooperative Dairy Marketing Association per— 
formed the required marketing services for its members, and were re- 
imbursed by the market administrator. Since this cooperative makes 
all payments to its producer members, it, in effect, merely deducted 
the 4 cents per hundredweight and paid for its markéting services, 
without having the funds pass through the hands of the market admin- 


Bae User 


Table 17. - License No. 94, Dubuque Sales Area: 
Expenditures from the administrative fund 
during the twelve month period ending 
March 31; 1936; | 


Expense item : Amount 

: Dollars 
Salaries : 4130.59 
Rent : - 
Travel expense 4 : 384.75 
teal! expense : 698.24 

Total : 4,213. 58 ea) 

Cost per ewt. of milk 7 03072 1/ 


Compiled from records of the Market Administrator under License no. 94 


ay This figure is exclusive of amounts spent for physical assets such 
as office furniture, calculating machines and other equipment, and 
upon which no depreciation has been charged. 


a ABS 


Table 18. License No. 94, Dubuque Sales Area: Comparative 
balance sheets as of March 31, 1935 and March 31, 1936. 


6 amp err e rire caper nyeey meeereesee 
a eg OE ES ae 


; Increase 
March 31, 1935 ‘ March 31, 1936 or 
es gent, ee ee Spt ee DEC Tea. an 
Dollers 0; Dollars Dollars 
Assets: 
Cash in banks Ste Bes Dane. ae “pea 
Cash on hand Po sO0KN 25 O0n ue - 
Accounts receivable- | 
distributors 58.78 ; TO9% 29 70e0L 
Furniture and Equipment _ Bola? lee 594.95 3.18 
Prepaid premium-surety bond _ 16.68 a - -16.68 
ieee ee (ooo ee 34.83 
Liabilities: ie hee ae ~~ 
Accounts Payable 
Trade creditors 845.03 467.50 + -377 53 
Quad Cities Sales Area : - : 205.95) | 203.95 
Accrued salaries umith ss ue Deeg 50.00 ; 50.00 
Total 1845505 a eS ee ¢ 
Notes Payable SETS, 00 Tn a Re eG 
Trustee Account ~267.08. 4 41.36 308.41 
oN. a 20 a RN 


Based upon audits of the books of the Market Administrator under License No. 94. 
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istrator. Distributors buying from non-members of the coonerntive associa 
tion, however, were required to pay to the markot administrator 4 cents per 
hundredweight on all milk reccived from such producers. The market administra- 
tor then arranged for the necessary marketing services for these producers. 


No provision, however, is made under the proposed marketing agreement 
and order for such services. There does not appear to be any appreciable 
demand for such services on the part of producers selling milk in this market 
who are not members of the Dubuque Cooperative Dairy Marketing Association, 
and the association can continue to perform any marketing services that are 
considered necessary by its members, without including a provision for market- 
ing services in the proposed marketing agreement and order. 


1. Expenses of Administration. (Article X of the proposed marketing 
agreement). The market administrator must necessarily incur many expenses in 
his operations: Must maintain a personnel sufficient to (a) compute periodi- 
cally the prices to be paid by handlers to producers and determine the ad- 
justments from those prices, (b) record and oudit the sales reports of han- 
dlers, ond (c) provide for contract work with handlers and other parties in 
the market. 


Table 17 shows the costs other than for furniture and office equipment 
incurred in the administration of License No. 94 during the year ending 
March 31, 1936. These costs amounted to $.03072 per hundredweight of milk 
or slightly more than the check-off of three cents per hundredweight allowed 
under the license. WNo allowance, howover, has becn made for depreciation of 
furniture and office equipment during this period, which on March 31, 1936 
was carried on the books as an asset at its full purchase value, $594.95. 
(See Table 18) 


Under Article X of the proposed marketing agreement and order, a maxi- 
mum check-off of 4 cents per hundredweight of milk is provided. This increase 
in the maximum check-off that can be charged from 3 to 4 cents pér hundred- 
weight is said to be necessary because of the fact that expenses have been 
running slightly more than receipts under the license and in order to provide 
for more adequate auditing of the sales reports of handlers. A budget of 
proposed cxpenditures by the market administrator during the first year, how- 
ever, is necessary before passing wpon the proposed increase in check-—off. 
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THE PRICE STRUCTURE FOR MILK 


by 


BE. W. Gaumnitz =) 


and . 
O. M. Reed 2/ 


Introduction 


One of the most important and perplexing problems encountered in milk 
marketing is that pertaining to the classification of milk. This problem is 
merely one of many, although fundemental and probably the most important, 
that may and perhaps must be approached through a study of the price struc- 
ture for milk. 


This paper was written for use in connection with marketing agreements 
and orders for milk. However, numerous questions have arisen pertaining to 
she classification of milk, the price structure, and related problems, and it 
is for these reasons that this paper is made available at this time. 


This analysis of the price structure has been developed under assump- 
tions of competitive conditions. Numerous details have been omitted in the 
interest of brevity and in order thet the discussion be suitable for general 
use. The analysis will be expanded as rapidly as possible, and the later 
phases of the work are to deal primarily with the price structure when tha 
assumptions upon which this paper is based are varied. 


The authors have receivod aid from several persons in the development 
of this paper. Dr. Warren C. Waite helped draft the paper in all but the 
latest stages of its development, and Dr. Harold B. Rowe contributed many 
valuable suggestions relative to the technique of the analysis. Others have 
made fruitful suggestions and have aided materially in editing the paper. 
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a Chief, Dairy Section, agricultural Adjustment Administration, United 
States Department of Agriculture. 


ae Senior Agricultural Economist, Dairy Section, agricultural Adjustment 
Administration, United States Department of Agriculture. 
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Part I 


THE PRICE STRUCTURE FOR MILa FOR THs COUNTRY AS A WHOLE 


A complete analysis of the price structure for milk for the coun- 
try as a whole would fill a rather sizable volume. However, for the 
purposes of this paper, it is unnecessary to devote a great deal of time 
and space to the development of such an analysis. All that is intended 
in Part I is to develop a rather general treatment of tho price structure 
for milk for the country as a whole, in order that the analysis of the 
price structure for milk within a milk shed may be approached more satis- 
factorily. 


An explanation of the price structure for dairy products for the 
country as a whole involves consideration of (1) the conditions affecting 
the demand for milk, and (2) the supply characteristics of milk with 
respect to the localization of particular phases of the industry and the 
interchanreability of milk between different dairy products. Likewise, 
an explanatian nf the price structure for milk within a particular area 
or a particular milk shed involves consideration of (1) the nature of 
the demand for the different products derived from milk, and (2) the con- 
ditions affecting the supply.of milk. . 


A. The-.nature.of the demand for milk. itets well recognized that 
the demand for any commodity is a composite of the demands of the differ- 
ent groups of people who are ready to purchase different quantities of 

it at different prices. Similarly, the demand for a product such oF Ae 


which is used in the production.of a number of different products, is 


cnecea cieencg nricdeeciesatswiie: tes qipetacaiewimacnieh's's, saqrwuseertents bier, Sta acento ar Dea SFOS A paa AEE EES TOS EIT AR {CoN SOLA TE EY OE ~ OOO LY ee CN ee Rae Te a 


ua In 1932 the total volume of milk used in the manufacture of dairy 
products and used by the non-farm population as fluid milk and cream 
was distributed among the various uses as follows: ei 


Product . tL Percent of total volume used 
Butter - creamery and whey | BAS iY wea haps 45.6 8/ 
Other manufactured praducts Pai), Lee 
Milk used *y non~farm population b/ 
as fluid miik and cream 41.2 


Total 100.0 


a/ Compiled from estimates nf the production ef manufactured 
dairy products, Bureau of Agricultural Economics, U. S. 
Department of Agriculture. é 


vf Compiled fram ustimates of Consumption of Milk and Cream 
in Cities and Villages, Bureau of Agricultural Economics, 
U. S. Department of Agriculture. 
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the aggregate or composite demand for milk in all uses, Thus, although 
the different forms .or products in which milk is used are competitive in 


‘the sense that each use competes with all ether uses for a portion ef the 


totel supply of milk, “and the derived demands are rival or competitive, 
in the aggregate they comprise the total demand for milk. The nature of 
the demand for fluid milk ‘is discussed at length in Part III of this 
paper. 


Bo abe Supe echareche iste oor ark? 

1. Localization of the industry. Although milk production 
is an important agricultural enterprise in practically every State in the 
United States, it nevertheless varies markedly hetween areas as te rela- 
tive importance and is highly concentrated in certain areas. An impor- 
tant factor in this connection is the fact that the transportation system 
has developed so that certain areas possess a comparative advantage in 
the production of milk-for use in the preduction ef dairy products that 
aré readily storable and transpertable,. and others have a coaparative 
advantage in the production of milk for fluid consumptien. Thus, the 
States of Iowa, Minneseta, Nebraska and Wisconsin produced 44.8 percent 
of the total volume ef.creamery butter produced in the United States pipe 
1932 and-1933. Wisconsin and New York produced 64.8 percent and 62.1 
percent cf the total volume ef cheese produced:in.the United States in 
1932 and 1933, respectively. Of the total United States production of 
evaperated milk in 1983, Wisconsin end California produced 53.3 percent, 
and the five States ef Wisconsin, New Yerk, California, Illinois and Ohie 
preduced 70.0 percent. &/. In those areas wherein large urban centers are 
situated, notably the New wngland and Middle Atlantic areas, as well as 
in the territery immediately surrounding other urban centers, the larger 
part of the tetal volume ef milk produced is utilized in the form of 
fluid milk. and cream. 


&. The interchangeability of the supply of milk between uses, 
The milk supply of the country is interchangeable between uses, especi- 
ally so in the case of manufacturing uses. In general, there is little 
difference between the quality requirements for milk used in the produc- 
tion ef evaperated milk, butter, cheese and other manufactured dairy 
products. In addition te the fact that milk is markedly interchangeable 
between the uses noted above as far as quality requirements are concerned, 
precessing facilities for the different prqducts are so intermingled 
geesraphically, and, in fact, are in many cases available in ene plant, 
that the matter of the location of the preducer with respect to process- 
ing facilities for the different products is usually not important in 
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Bf Manufactured Dairy Preducts; Bureau of Agricultural Economics, 
United States Department of Agriculture. 
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preventing producers from shifting their milk from one channel of dispo- 
sal to another. ‘Thus,. should relative price conditions warrant, “the 
producer can in most cases shift his milk from one use to another. In 
the case of those plants manufacturing two or more products, the 
producer does not have to shift his milk from one plant to another, the 
shift or change in the relative volune of milk entering the different 
uses being accomplished by the plant management, and for the same 

reason that would lead the farmer to shift his milk from one use to 
another. ite 


The interchangeability of the supply of milk between milk pro- 
duced for’ use as fluid milk and that. produced for use in the production 
of various manufactured dairy products is not sv marked as is the inter- 
changeability of milk between the different manufactured products. 

This is due in large part to the fact that in most milk markets milk 
used as fluid milk must be produced in accordance with more stringent 
sanitary requirements than is the case with milk produced for use in 


be manufactured dairy products. However, this factor operates, principally, 


to lengthen the period of time necessary for a preducer to shift his dis- 
' fosal of milk from manufactured dairy products uses to fluid use. The 
producer, in order to shift from the production of manufacturing milk to 
the production of fluid milk, must equip his barn and follow the proced- 
ure with respect to sanitation that is specified in the health ordinances 
of the city-or town in which he wishes to sell fluid milk. This invalves 
additional expense in producing.milk, but, if the farm price of fluid 
milk is sufficiently above the farm price of manufacturing milk, the pro- 
ducer will equip: his barn and conform to sanitation’ regulations in order 
“that he may sell fluid milk. Thus, al though the degree of interchange- 
ability of milk between fluid use and manufactured product uses is less 
marked than the degree of interchangeability of milk between the differ- 
ent manufactured product uses, producers can and do shift from the 
production of manufacturing milk to the production of fluid milk when 
price relationships warrant. Similarly, when the price of fluid milk 
declines to a point where it is not sufficiently high to cover the addi- 
tional costs of producing milk for fluid consumption, producers discon- 
tinue the production of milk for consumption | as fluid milk and produce 
milk for use in the production of manufactured dairy products. 


C. Factors affecting the > general level. OL) eo prices of dairy 


a 


; 1. Demand factors. Numerous factors influence the demind far 
dairy products, such as the volume of the money income of consumers, con- 
Suming habits, etc. Perhaps the most important of the factors affecting 
the demand for dairy products is the volume of money consumers have avail- 
able for the purchase of goods. Thus, the prices of dairy products vary 
directly with the income of consumers (assuming constant supplies). The 
relationship between the index of the farm prices of dairy products and 


i 


the index of factory payrolls (taken as a measure of changes in the in- 
come of consumers) is shown in Figure 1. As was stated above, numerous 
factors affect the demand for milk. However, for the purposes of this 
paper, it is unnecessary to discuss them in detail. 


2. Factors affecting the supply of milk. The changes in the 
volume of milk that will be forthcoming from a given number of cows due 
to changes in weather, pasture and crop conditions need no comprehensive 
treatment here, since it is obvious that sudden and wide variations in 
the weather, droughts and other unusual weather conditions that operate 
to reduce or increase the quantity. and quality of feed relative to the 
humber of livestock, all tend to cause variations in the supply of milk. 


Aside from the factors noted above, changes in the prices 
of dairy products relative to the prices paid by milk producers for the 
articles used in milk production, as well as changes in the prices of 
dairy products relative to the prices of other farm products, affect the 
volume of milk produced. [In the Middle yest, for example, changes in 
the prices of competing farm products have an important effect on milk 
production. An increase in the price of beef, or a relative decline in 
the prices of dairy products, is sufficient to cause large numbers of 
farmers in this section, particularly in the area west of the Mississippi, 
to turn to raisin: beef steers and heifers and let the calves suckle the 
cows longer than was the practice before the change in relative prices. 
In addition, in numerous ceses where more than one livestock enterprise 
is followed on the farm, a relatively larger volume of the feed available 
is fed to livestock other than milk cows when prices of alternative live- 
stock products become favorable relative to the prices of dairy products. 


D. Relationships | between the prices « of. dairy products in 


different markets. 


Since most manufactured dairy products are readily transport- 
able, the price of a product such as butter tends to vary between markets 
by not more than the amount necessary to cover the cast of shipping the 
product (freight and handling costs) from one market to another. Thus, 
in Chicago, Illinois, situated in the large surplus butter-producing area 
comprising the East North Central and “Jest North Central States, the 
price of butter is generally lower than in New York City by an amount 
sufficient to cover freight and handling charges from Chicago to New York 
City (New York City being located in a deficit butter-producing area). 

The decidedly close relationships between the prices of butter in differ- 
ent markets are shown in Figure 2. 


The prices of cheese in different markets vary together (see 
Figure 3), partly for the same reasons as those advanced above with 
respect to butter and also because of the possibility of shifting from 
cheese production to the production of butter, which is more widely 
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transported. The same relationships exist with respect to evaporated 
mi Pics 


In view of the foregoing, it should be evident that the mar- 
ket for the most important manufactured dairy products is national in 
Character and that the price of milk or butterfat used in the different 
products noted above in any particular area is closely associated with 
the price 4f milk so used in any Other area. 


HK. Relationships between the price of milit used in different 
products. ; 


As was pointed out in B above, the supply of milk is markedly 
interchangeable between uses in the case of milk produced for manufac-— 
turing purposes and to a lesser extent between fluid milk and manufac- 
turing milk uses. This factor operates to establish clase relationships 
between the price of milk in different uses, in the country as a whole, 
aS well as within areas. (See Figure 4.) Thus, although the price af 
milk produced for use as fluid milk is generally higher in any particu- 
lar area than the price of milk produced for use in manufactured dairy 
products (for the reasons advanced in sectien B and section C), and 
therefore the market for fluid milk in any particular area may be con- 
Sidered as a l9cal market, the price of milk produced for use as fluid 
milk varies with the price of such milk in any other area and also 
varies with the price sf milk produced for use in manufactured dairy 
products, both for the country as a whole and in the different sections 
of the country. 
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THE PRICE STRUCTURE FOR MILK WITHIN & MILI. SHED 


The terms under which milk is sold vary widely between markets. 
Tn some markets, usually small markets located within a surplus area or 
with few cr no sanitation requirements, producers receive the same | 
price f.o.b. the market for all milk, regardless of whether it is used > 
for fluid milk, cream or manufactured dairy products. In other markets, 
while producers receive the same price for all milk sold, this price is 
a weighted average price which is computed by adding torether the value 
of milk sold to distributors in accordance with a scuedule of the 
prices for milk used for various products, and dividing the total sum so 
computed by the total volume of sales to distributors. In still other 
markets, producers receive two or more different prices for different 
portions of the milk which they deliver, a weishted average price for 
that portion of their milk sold as fluid milk and cream, and a lower 
price on the remainder, which is used in the production of manufactured 
dairy products. Again, producers may receive one price for that portion 
of their milk sold as fluid milk, another price for that portion sold as 
fluid cream, and still another price for that portion which is used in 
the production of manufactured dairy products such as putter, evaporated 
milk and cheese. 


In this section, the relationships between the price of milk 
used for different purposes f.o.b. city, and the farm price structure 
arising therefrom, are examined in some detail. 


A. The price structure; uniform quality. requirements - central- 
ized processing. : 


For purposes of presentation, the price structure is examined 
in a hypothetical market, wherein factors operating to establish a dif- 
ferentiation in the prices of milk used in the production of different 
dairy products are assumed to be non-existent. One by one the factors 
operating to establish such differentiation in the prices of milk used 
in the production of different dairy products are considered, and thus 
the analysis of the price structure progresses from that of the highly 
simplified hypothetical market toward thet of the most complex type of 
market. For purposes of analysis, therefore, it is assumed that: 


1. There is a freely competitive market. 


2, Local delivery costs and labor are the same BOT a 
classes of product. 


fe 


yi 


a ie 4 


o. There is no variation in the volume of milk consumed in 
different forms. 


4.° All milk, whether soid to consumers as fluid milk or 
other dairy products, is of uniform quality. 


Oo. All milk is brought to the city in fluid form, there to 
be processed into the various dairy products. 


6. There is no variation in the volume of milk sold per farm 
from day to day. . 


; Under the conditions noted above, it is obvious that producers 
would receive the same per unit price for all milk brought to the market 
Since each unit of the supply is interchangeable with every other unit. 
This would be true regardless of whether the milk were sold to the consum- 


‘er as fluid milk, fluid cream, or manufactured dairy products. 


However, it is well recognized that the butter and other manu- 
factured dairy products equivalent of a unit of milk can be transported 
long distances at very low cost per product equivalent of a unit of milk 
as compared to the cost of transporting a unit of milk the same distance, 
and can be kept in storage for a relatively long period of time without 
appreciable deterioration in quality. Manufactured dairy products are 
composed largely of: milk solids, or, stated differently, they are composed 
of one or more of the constituents of milk concentrated to a very much 
greater degree than in whole milk. Thus it is more economical to produce 
the finished product, such as butter, cheese, etc., at a distance from the 
market and transport the finished product to the market, rather than tn 
transport wholé milk to the market and there process it into the finished 
product (unless, of course, the dem&nd for all the products of milk in the 
market can be satisfied from the volume of milk produced in the area 
immediately surrounding the market). For example, one hundred pounds of 
butter contain approximately 80 pounds of butterfat, and one hundred 
pounds of 3.5 percent milk contain 3.5 pounds of butterfat. Assuming that 
transportation costs per-one hundred pounds of product are equal, the cost 
of transporting butterfat in the form of butter and in the form of 35 per- 
cent cream would be about 1/23 and 1/10, respectively, of the cost of 
transporting butterfat in the form of milk. The.reasons given above 


‘suffice to explain why manufactured dairy products are produced, in many 


cases hundreds of miles from the market, and shipped to the market in- 
finished product form rather than being shipped to the market in the form 
of fluid milk and there processed into the finished product. 


Sean 


B. The price structure; uniform quality r requirements ~ decentral- 


ized processing. a € 

For the purpose of considering the manner in which the trans- 

portation factor affects the price structure for milk within a milk shed, 

the preceding assumption that all milk is brought to market, there to be 

processed into the several milk products, is now dropped and, instead, in ° 

ace to the remaining assumptions noted previously, it is assumed ra 
at: 


1. All the milk which is produced within 100 miles from the 
market is needed to satisfy the demand for fluid milk, 


All the milk which is produced in thé area between 100 and 


i>) 
De 
150 miles from the market is needed to meet the demand for fluid cream. 


-3. All the milk which is prod iuced within thé area between 150 
and 200 miles from the market is needed to meet tne demand Lor evaporated 


jada Jes 
4,.. 411 the milk which is produced within the area between 200 
: 


‘to 400 miles from the market is required to meet the demand for butte : 


\ 


D. Transportation costs vary in direct prong to distances 
at the following rates per unt, per mile: 


(a) Whole milk - 1 cent per hundredweight,: 


a 


(b) The cream equiva lent of 100 pounds: of 3.5 percent milk 
- 0.8 aces 


(c) The evaporated milk equivalent of 100 penEt Of 350 
percent milk - 0.1 cé nb. 


(4) The butter equivalent of 100 eee of 3. 5 percent 
milk -'.05 cent. 


6. The farm value of skim milk exactly equals the:cost of sep 
_arating cream from milk. 


7, The f.o.b. city value of the butter equivalent of 5.5 per- 
cent milk (it is assumed that the over-run is necessary to cover the manu- 
facturer's margin) is #1.00. / 


Under the above assumptions the f.o.b. city prices that must be 
paid for milk in order to secure the volume necessary to meet the demand : 
for milk, as well as the f.o.b. city prices that must be paid for the i 
cream equivalent and evaporated milk equivalent of 100 pounds of milk to 


~ 15 = 


meet the respective demands, can be readily computed. Thus, with the 
f.o.b. market, price of the butter equivalent, of 100 pounds of 3.5 percent 
milk at $1.00, the farm price of 100 pounds of milk which is converted to - 
butter at a point 400 miles from the market is «1.00 less the cost of 
transporting the butter equivalent of 100 pounds of such milk to the mar- 
ket,,.or;80 cents ($1.00 ~ (400 X #.0005) = 3.80). At a point 200 miles 
from market the farm price of milk used for butter is 90.cents (#1.00 - 
*.10 transportation costs = 3.90). If milk is to be used in the produc+ 
tion of evaporated milk at.a point 200 miles from the market, the farm 
price of :such milk must be 90 cents per hundredweight or else farmers will 
sell their milk to butter manufacturers rather than manufacturers of 
evaporated milk.’ The f.o.b. city price of the evaporated milk equivalent 
of 100 pounds of 3.5 percent milk will be the farm price of 100 pounds of 
3.5 percent. milk at a point 200 miles from the market, plus the cost of 
transporting the evaporated milk equivalent of such milk to-the market, or 
$1.10 ($.90 + $.20 = $1.10). Similarly, the farm price of milk used to 
produce cream at a point 150 miles from the city must be equal to the farm 
price of milk used to produce evaporated milk at that point, else farmers 
will sell their milk for use in evaporated milk rather than cream, and the 
f.o.b. city price of the cream equivalent of 3.5 percent milk will be the 
farm price of such milk at a point 150 miles from the market plus the .cost 
of transporting the cream.equivalent of 100 pounds of 3.5 percent milk 
from that point to the city, or $1.25 (%.95 farm price at 150 mile-~point + 
$.30 transportation costs to market = $1.25). Similarly, the f.o.b. city 
price of 3.5 percent milk will be the farm price of milk used: for cream at 
a point 100 miles from the market plus the cost of transporting fluid milk 
to the market, or $2.05 ($1.05 farm. price at 100 mile-point + $1.00 trans- 
portation SORE to market = #2, 05). 


Therefore, ren the conditions syste the ante: for milk and 
pic products. fr. ob. city would be as follows: 


dremel LILO M4 Lie + 82.05 per hundredweigcht. 


&e The cream Aiea meee 100 pounds of 3.5 percent 


So. The evaporated milk equivelent of. LOO pounds of 
3.0 percent milk - $1.10. 


The butter equivalent of 100 pounds of 3.5 peresnt 
milk + ¥1.00 (assumed, but of course a different 
price f.o.b. the market for the butter equivalent 
of 100 pounds of 3.5 percent milk would be associ- 
ated with different. prices for the other milk 
products than those computed above). ; 


ys 


Under the conditions assumed it is also obvious. that milk would 
not be shipped to the city to be processed into the several dairy products 


Sede os 


(except in case of error or lack Sf knowledge with respect to the most 
profitable channel’ of disposal; waich is not possible under the assump- 
tians set forth). Prices in the city, vould be quoted for milk, cream; 
evaporated milk and butter. ALI milk’ brought to the city Sani command 
one price, cream another, ete. Thus, there would be no differentiation 
in mk prices f.0.ue Olly. 

, The farni price for milk at any given point within any partic- 
ular zone is, of course, equal to the farm price of milk at the outer 
edge of the zone plus the diff ference between the cost of shipping milk 
in the particular form to the market from the outer limit of the zone 
and the cost of shipping such milk from any given point within the zone. 
The farm price structure for milk thut would obtain under the conditions 
set forth above is shown in Fieure 5. 


C. The The price’ oe “structure; vi varying quality Ba: cequirements - decentral- 
eta treed dad Se retards Sh Sek 
‘ized pouges eine: ‘ 


if ‘the assumption thet all milk is of uniform quality is dis- 
Carded, and it is assumed ‘thet ‘the quelity requirements for milk used in 
the form of fluid milk arid crean are higher than those for milk used in 
the production of evaporated milk and butter, then the type of market 
under analysis i's somewhat mare comparable to the rather complex type of 
milk market now obtaining in many large urban areas. 


Sani tation: requirements vary somewhat between milk markets. 
Usually, the requirements cover such items of sanitation as periodic 
veterinary examination of cows, cleanliness of cows’, cleanliness of dairy 
barns in addition to specifications with respect to the type of flooring, 
light, etc., specifications with respect to the type and care of the milk 
house, cleaning and care of utensils, and rules and reguiations pertaining 
to milking and handling of the milk. at 


It should'be obvious thet the sanitation requirements under 
Which milk for fluid milk and cream is produced, which in by far the 
larger pee of cases are’mors stringent than the sanitation require- 
ments under which milk for manufacturing purposes is produced, operate 
to increase the cost of producing milk for use es fluid milk and cream 
relative to the cost of producins milk Pou manufacturing purposes. Thus, 
over a period of time, the supply price’ Plot a siyen volume of milk used 
for fluid milk and oa Will be somewhat highvur than the supply price of 
the same volume of milk used for manufacturing rte ae other factors 
remaining constant. 5 course, the difference’ betfech the supply prices 
of milk produesd for use in different products treo mpi supply area, 
other factors being the sane ‘will depend upon the differences in the 
sanitation requirements apVitcanie to milk produced for use in tho dif- 
ferent products. If tt were assumed'that sanitation requirements raise 


The price that ‘ust | be paid ‘in order’ ‘that ae ‘given: volume of milk of 
the desired quality bo forthcoming. 
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conditions would be similar to that set forth in Figure 6 (a position 


the supply price of milk for use ag fluid milk and cream 20 cents 
hundredweight per farm above the supply price per hundredweight f 
used for manufacturing purposes, the rrice structure under the as 


of stable equilibrium is assumed, so that the f.o.b. city prices that 
prevail, and the farm price structure arising therefrom, are normal su 
ply prices). 
Under the conditions assumed, the prices for milk and mic is 
products f.0.b. city would be as follows: “an 


1. Fluid milk = 42,25 per hundredweisht. 


2. The cream equivalent.of 100 pounds of 3.5 percent 
milk - $1.45. 


3. The evaporated milk equivalent of 100 pounds of 3,5 
percent milk ~ $1.10. 
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4. The butter equivalent of 100 pounds of 45.5 percent 
milk - $1.00. 


In Figure 6, the line PP represents the farm price of milk 
used for fluid milk and cream; the line AM the farm price for milk used 
in the production of evaporated milk and butter. It should be noted 
that as yet no factor has been introduced that will operate to establish 
different prices for milk f.o.b. the city. Under the assumed conditions, 
all milk produced within a particular zone will be used in the production 
of the same product. Thus, no milk will be shipped to the market as milk 
from the cream zone,-etc. Stated differently, there wili be no differ- 
entiation between the price of milk based on the form in which such milk 
is sold f.o.b. city. Also, no factor has been introduced that will oper- 
ate so that individual producers will receive different prices for dif- 
ferent portions of their milk. Producers within each zone will sell all 
of their milk at one price. Farm prices in a particular zone will.vary 
as transportation costs from different points in the zone to the city 
vary, and will vary between zones npecause of differences in transporta— 
tion costs of milk and the product equivalent of milk, and because of 
differences in cost of producing milk engendered by differences in the 
sanitation regulations applicable to milk and milk products. 

4/ 


D. The price structure as affected by type of transportation. 


It. should be emphasized that the foregoing treatment of the ef- 
fects of the transportation rate structure and. sanitation requirements 
on the price structure for milk has been greatly simplified for purposes 
of presentation. Variations in the transportation rate structure and 
sanitation regulations from those assumed bring additional complexities 
into the price structure. a 


One of the assumptions on which this analysis has been based so 
far is that transportation rates vary according to distance and weight 
only. However, several factors influence transportation costs, the 
more important of which are typs of transportation (truck, tank car and 
railroad), complementary services, topography of country, volume, labor 
eonditions, gasoline and truck costs, and local transportation arrange- 
ments. Some attention will be given to the effect of these various 
factors on the price structure and size of sheds for the different types 
of dairy products. 


ee 


4/ This section is based largely upon a report prepared by Dr. J. Me 
Tinley, formerly Principal Agricultural Economist, Dairy Section. 
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1. Type of Transportation, From points relatively close to 
a market, producers frequently find it advantageous (or less costly) 
to brensport their own milk to the city. Many producers use small 
trucks to transport feed,. implements, ete., from the city to their 
farms or from one part of the farm to another and find it convenient 
to take their milk direct to a city plant. The farmer or a member of 
his family operates the truck and because of proximity to the city can 
reduce operating costs per ~ owt.-mile to a very low figure. However, 
as distance from the city increases, operation of a small truck per 
hundredweight milk increases rapidly. A large load becomes more cco- 
nhomical so larger trucks are used. Few farmers have sufficient milk 
to supply a load for a large truck, so either a distributor, a private 
azency (hauler) or a cooperative shea tana Operates a truck and col- 
lects milk from several farmers. | 


After a certain distance varying between, say, ten and sixty 
miles, depending upon the topography, density of supply, etc., truck 
transportation becomes too expensive per hundredweight mile. It is 
expensive to operate a large truck (or truck and trailer) over country 
roads especially as production often becomes more scattered as distance 
from a city increases. 


‘Under these conditions, milk is usually hauled by producers or 
by truck to a centralized country assembling point, cooled and loaded 
into a tank truck and hauled into the city. Also, there are definite 
limits to the distance from which milk can be hauled by tank truck. 
In some of the larger markets, milk is collected at country stations 
and cooled, and then shipped by train to the consuming center. Ina 
few instances, milk is processed and bottled at a country point and 
Shipped into the city for distribution. 


In Figure 7 are shown, hypothetically, the transportation costs 
on milk into a large consuming center. For the first ten miles, 
milk producers will haul their own milk, the lowest cost being five 
cents a hundred pounds {aost of which is for handling costs). The 
total cost rises as distance from the consuming center increases, but 
after about fifteen miles, costs rise very rapidly. Thcre is a zone 
in which milk may either be handled by the producer or by truck. From 
about twenty miles, however, it becomes more economical to haul by truck. 
This is probably true up toabout seventy miles. From seventy to ninety 
miles is another zone of indcterminateness in which milk may be hauled 
cither by truck (in cans) or assembled and hauled in tank truck. 


er ee 
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5/ The variations here discussed are not considered in later Figures. 
Therefore, a different set of rates has been assumed, under which 
the differences in rates have been magnified. 
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From ninety to one hundred and fifty miles, milk will be hauled 
in tank trucks, but for greater distaices the time of hauling and load 
limitation would tend to make it more economical to assemble milk at a 
country plant and transport milk to city by train. There is a zone of 
indeterminateness from 150 to 180 miles in which milk may be hauled 
either by tank car or by railroad. 


These distances would vary from market to market depending upon 
topography, state of roads, density of supply, relative costs), of-diltter- 
ent methods of transportation, etc. 


Transportation rates are commonly set on the basis of zones, 
under which rates, instead of increasing directly in proportion to dis- 
tance, increase in a series of steps as is shown in Figure vi 


2. Complementary Services. Transportation rates usually include 
some elements of cost other than mere hauling. Milk has to be loaded 
and unloaded, iced or refrigerated. Tuese are usually more or less fixed 


costs and do not vary with the length of haul. Thus the longer the dis— 


tance hauled ths lower these costs become per mile, resulting in a tend- 
enecy for transportation rates per unit to decline as distance increases. 


There is somewhat greater risk in hauling milk than in hauling 
butter -- milk has to be handled with more care and speed. for this 
reason a particular transportation agency may charge a higher rate for 
hauling an equal volume or weight of fluid milk’ than Tor butter or even; 
orated milk. 


3, Rute Schedules. Many transportation agencies, especially 
railroads, do not arrange their rate schedules by miles, but by zones. 
It is thus possible that the rate will be the same on milk hauled 101 
miles and 120 miles. 


4, Topography of Country. Transportation costs per mile are 
usually somewhat higher in mounteinous and hilly country than in flat, 
level country. Tuis is due to the fact that more fuel is consumed, 
fuel costs are themselves high, there is more strain on vehicles and 
speed is greatly reduced. The condition of the roads is also important. 
Narrow, winding roads ereatly reduce the speed of trucks and to a certain 
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extent regulate the type of trucks that can be used. 


5. Vulume of Milk. Wuore dairies are small and seattered, the 
costs of collecting milk are considerably higher than vhere production 
is more concentrated. Frequent stops to pick up small quantities of 
milk and a long distance between stops materially increase hauling costs. 
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Railroads usually charge different rates, depending upon whether the 
commodity is hauled in carlot or less than carlot units. 


6. Labor Conditions. An important part of hauling costs is 
the expenditure for truck drivers and mechanics. In cities where labor 
is cheap, rates may be somewhat lower than where wages are high. 


?. Gesoline and Trucks. The prices of gasoline, oil, trucks 
and spare parts vary considerably in different parts of the country. 
This may have a material influence on hauling costs in different local- 
itics. 


8. Control of Hauling. In some markets, all transportation is 
handled by one agency or by not more than two or three agencies. This 
reduces overlapping of routes to a minimum and should result in lower 
unit operating costs. In other markets, each producer or each distribu- 
tor undertakes to make his own hauling arrangements. In such markets, 

a great deal of overlapping may occur. Efficient use is not made of 
transportation facilities, and consequently rates will tend to be higher 
than where there is centralized control of hauling. 


The foregoing serves to indicate some of the factors that affect 
the transportation rate structure for milk. 


E, The price structure as affected by the type of sanitation 
regulations. 
Some of the factors that must be taken into account in de- 
termining how sanitation requirements affect the price structure for 
milk in different milk sheds and for a particular shed are as follows: 


(1) The sanitation regulations in force in the milk shed. 
sanitation regulations are much more stringent in some markets than in 
Others. There is, thercfore, no possibility of developing a generally 
applicable cost figure which could be applied to the price structure for 
milk within a particular market and used in the practical determination 
of milk prices within a particular milk shed. 

(2) The cost of meeting sanitation regulations, even though 
the regulations are the same in some markcts as in others, may be wide- 
ly different. Labor and material prices may vary materially between 
different markets, so that, even though the regulations may be exactly 
the same between particular markets, the cost of meeting the sanitary 
regulations may vary materially. ; 


(3) In addition, health and sanitation regulations may be 
of sucn nature as to permit only those producers located relatively near 
the market to qualify as fluid milk producers. For example, the imposition 
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of a regulation requiring that fluid milk shall be delivered to the con- 
sumer within a given number of hours from the time it is praduced would 
automatically set a maximum distance over which milk could be trans- 
ported and might reduce materially the srea from which fluid milk could 
be shipped to the market. In this case’the price for fluid milk would 
increase until consumption was reduced, or until production within the 
area was increased, or both, to the point where the market would just 
use the milk produced within the new zone. This, of course, would in- 
crease the price spread between fluid milk and the product equivalent of 
milk used in other dairy products f.o,b. the marke#, and would increase 
the farm prices of fluid milk relative to the farm price of milk used in 
the production of other dairy products. 


Also, sanitation regulations may not increase the costs of meeting 
the sanitation regulations by the seme amount per unit of product on all 
farms. Some farms are better equipped than others and hence have smaller 
additional expenditures to meet requirements. Large dairies can ordinar- 
ily utilize equipment more economically and, therefore, their cost per 
unit for milk houses, cooling equipment and other outlays commonly 
required by health and sanitation regulations is lower. Such dairies 
have their competitive position improved by the raising of inspection 
requirements and may increase their production. Others may tend to shift 
to cream, or butter production, rather than make the additional outlays 
necessary. Depending upon these effects on supply, zones from which the 
various products are shipped to the market may be either enlarged or 
reduced by the imposition of or changes in the sanitation regulations, 


While this discussion of the price structure has been developed 
entirely in terms of transportation costs and costs of meeting health and 
Sanitation requirements, it should be apparent that variations in costs 
resulting from other causes will work out in practically the same manner, 
The important distinction is between the effects on the price structure 
of those costs which vary with distance from market, as does transporta- 
tion, and costs which are likely to be rather uniform regardless of 
distance from the city. The influence of each of these types upon the 
price structure for milk is illustrated in a weneral manner by this 
analysis of transportation costs and costs of meeting health and sanita- 
tion regulations. 


Variations between farms, such as those due to available equip- 
ment, type and condition of herds, type of land, labor supply and even 
personal preferences, will partially determine which farmers will 
produce milk for the various uses. Also the relative significance of 
these latter factors becomes greater as class differentials become 
smaller near the boundaries of zones, Therefore, their principal effect 
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isto cause the boundaries between tlie areas’ in which the several classes 
are produced to be-less clearly’ defined than would be indicated by the 
simplified example set forth in the analysis. 


(4) also, there are highbr’ sanitation regulations for fluid milk 
than for cream in some markets. This operates to establish higher 
- supply-prices for milk produced’ for use’ as fluid milk than fnr milk pro- 
duced for use as fluid cream.” 


“The foregoing serves: to indicate in a general way the manner in 
which sanitation regulations affect the price structure for milk within 
a milk shed, and how differences in the sanitation regulations may affect 
the price structure in different milx sheds. 


F. Tho price structure; decentralized processing ~ uniform 


quality requirements - Variations in productian. 


The manner in which the transportatian rate structure and sanita- 
tion regulations affect‘tho price structure for milk within a milk shed 
hasbeen set forth in some’detail in the preceding pages. In order to 
approach more nearly the price structure for milk as it actually exists 
in many milk markets consideration will be given to the price structure os 
under the conditions that prevail when the assumption that there is no 


, Variatien in*production is dropped. 


There are marked variations in the production of milk, which are 
perhaps most easily classified on the basis of time periods, such as day 
to day, week to week, year to year, audi long time variations. There is 
some day to day variation in production, although this type of variatiuvn 
is undoubtedly negligible. The seasonal variation that takes place in 
milk production within most milk sheds é/ is marked, production in the 
. fall and winter months wsuslly ‘being much less than production in the 
spring and summer months. This type of variation is due largely to such 
factors as:(1) the greater supply of succulent feed available during the 
Pasture season, (2) time of freshening of cows, (3) inclement weather 
during the winter months, etc. In some areas, the, seasonal variation . * 
in productian is much mare extreme than in others ‘/ and even within the 
same area, production often shows a more marked seasonal variation in ) 
some regions than ovhers within the area. 


Year to: year’ changes in production are due to such factors as 
‘(1) differerices in feed production conditions that are associated gen- 
':! Srelly with’ differences in weather and growing conditions, (2) shifts a 
intd and out of the deiry business due to changes in the relative 
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6/ Ross, H. A-., Cornell University, Agri. Exp. Station Bulletin No.527; 
als> based on production data secured with respect to the markets 
operating under Federal milk licenses. 

7/ Based on production data secured with respect to the markets oper- 
ating under Federal milk licenses. 


profitableness of milk production as compared to other types of agricul- 
tural production, (3) other factots that mey operate intermittently, 
such as the imposition of a sanitary regulation to the effect that all 
milk sold in the market as fluid milk and cream must come from cows free 
from tuberculosis, which may operate: to cause a marked decrease in the 
number of milk cows within the area, reduce production within the area 
quite markedly for a short period, and necessitate a temporary increase 
in the size of the milk shed. 


Cyclical and long-time ‘changes in production are probably asso- 
Clated with long time trends’ in demand, such as changes in the consuming 
habits of the people, the ebb and flow of population in urban centers 
and other factors such as changing opportunity cost relationships and 
type of farm organization and operation which set the limits of expan- 
Sion of production within a given area, ete. 


Seasonal variation is’ one of the most important types of varia- 
tion in production. For purposes of presentation, therefore, the 
Manner in which seasonal variation in production affects the price 
structure for milk within « milk shed is considered, with all other 
types of variation in production noted above held constant. - 


For most milk markets the volume of milk sold to consumers as 
fluid milk and cream varies somewhat from season to season, but the prou- 
duction of milk varies much more seasonally. Thus, during the period of 
low production, the production of milk within a milk shed may be just 
sufficient tn meet “market requirements (an amount about ten percent in 
excess of average daily sales), while Auring the season of flush produc- 
tion the volume of milk produced within the milk shed is usually far in 


excess of market requirements... . . 


For purposes of presentation, it is. assumed that (1) during the 
period of low production the volume of production within the 100-mile 
zone (see Figure 5) is equal to market requirements for fluid milk, 
(2) the sanitation regulations are the same for all milk regardless 
ef the form in which it is sold, (3) production varies seasonally, 

(4) there is no difference between the seasonal production curves of 
individual producers, and (5) there are no variations in consumption 
Other than daily. Under these conditions, there are several lines of 
procedure which distributors might fnllow with respect tn purchasing 
milk from producers, such as (1) expanding and contracting the area 
from which milk is secured inversely to the expansion and contraction 
of milk production, (2) taxing all the supply of milk produced within 
a given area (wherein the supply during the period cf low producticn 
is just sufficient to meet the market requirements for fluid milk) 
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8/ For ease in presentation, the examples used to explain certain 
points are stated in terms of fluid milk only throughout the 
remainder of this paper. The same treatment is applicable in 
a general way to other dairy products. 
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and paying producers prices low enough to enable distributors to secure a 
high enough margin on fluid milk to cover the losses incurred in hand- 
ling manufacturing milk during the period when supplies are larger than 
fluid requirements, or (3) purchasing milk from producers under a price 
arrangement which encourages producers to produce’ an even’ volume ef milk 
throughout the year. ss ; - 


If distributors elected to secure their market requirements. for 4 
fluid milk by cortracting and expanding the area from which they draw 
their supplies inversely to the seasonal variation in ‘production, 
refusing to take the prewduction of distant shippers during the season of 
lew production, the zones from which fluid milk would be drawn at ditfer= 
ent periods of the year would show marked difference from that shown in 
Figure 5. If, during the period of low production the volume of milk 
preduced in the area within 100 miles of the market were sufficient to 
meet fluid requirements, the volume of milk produced within this zone 
would be far in excess.of fluid requirements during the period of heavy 
production. For example, if the volume of milk produced during the 
peak production peried were 40 percent above that produced in the lew 
production peried, the milk shed wnuld be markedly contracted, avout 40 
percent in area if the density of production were constant throughout 
the area, but more tian this if, as is often the case, the density. ef 
milk production declines as distance from market increases. 


‘Assuming thet the price of milk during the low preduction period 
were $2.05 f.0.b. city, and the farm price structure the same as that 
indicated in Figure 5, the f.o.b. market price during the period of 
high production would be less than the f.o.b. market price during the 
season of low production by an amount equal to the saving in trans- 
portation costs invrlved in securing the supply of milk closer to the 
market’ during the flush period, and would vary between these limits 
during the year, depending upon the extent of the area wherein the vol- 
ume produced was needed to meet fluic requirements. The farm prices 
would vary in the same manner, being equal to f.o.b. market prices less 
the cost of transporting milk to the city. 


There are several factors, however, that operate to cause dis- 
tributors to secure their milk from the same area throughout the 
year, rather than expanding and contracting the geographical scope. - 7 
of their operations to secure only that milk needed to meet fluid 
milk requirements. It is a matter of grave concern to the distributor 
that he be assured of a volume of milk sufficient to meet his market : e 
needs. Therefore, the risk involved in dropping a source of supply 
during the season of flush production, when it is practically certain 
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that that source will be needed during the season of low production, a 
a'ifactor operating to ‘check such action, since the distributor can. 
never ‘be certain that some competitor will not immediately furnish the 
shippers he dropped with an outlet for their milk, thereby forcing him 
to seek even more aero sources (50 supply during tie season of Low 
production. 


cd 


Another fattor of ‘importance. in this connection is ae related 
to the costs of procuring milk from a rather ‘éonstant area, as compared 


.to the cost of procuring milk from an area that varies markedly through- 


out the year both in geographical extent, and the number of individual 
sources of the raw material. It undoubtedly costs less to procure milk 
from an area that stays rather constant with respect to geographical 
extent and number of producers, than from an area that varies markedly 
throughout the year in geograyhical extent and number of producers. 
Some of the savings are; (1) there are fever field men needed to con- 
tact producers and secure their patronage, (2) bookkeeping and office 
expense is lower ‘due to the fewer number of producers fer whom accounts 
must be kept, statements must be prepared, and to whom payments must be 
made, (3) fewer laboratory tests have tobe made, resulting in savings 
in laboratory technician labor costs, laboratory supplies, etc., (4) 
fewer individual containers have to be handled, involving savings in 
receiving labor, can washing, and sampling, and (5) there is less cost 
involved in furnishing various services to producers, It appears, 
then, that’ distributors can afford to pay producers a premium for even- 
ness of production, so that they may, through the payment or such 
premium, secure the volume of milk needed by them to meet their fluid 
milk requirements from an area smaller in extent’ geographically, and in 
numbers of individual sources nf supply, rather than securing their 
supply from an area that contracts and expands markedly as production 
decreases and increases seasonally. ‘The amount of the premiun distrib- 
utors can afford to pay in this connection is the difference in the 
costs of procuring their milk supply from an area that remains practi- 
cally constant in geographical extent and in number of individual 
sources of supply, and-the cost of procuring milk from an area that 
varies markedly in geographical extent and the number of producers 


from whom milk:-is ‘purchased. 


There is another factor that exerts a tendericy to cause the dis- 
tributor to pay producers a premium for evenness in preduction. It has 
been pointed out previously that a volume of milk perhaps 10 percent in 
excess of average daily sales must be brought to market to meet daily 
variations in the volume of milk sold to consumers as fluid milk. [In 
arder to handle this volume of excess milk, which might be termed the 
daily operating reserve, the distributor has to integrate a by-product 
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enterprise with the main enterprisé, or find some other channel of dis- 
posal. However, as far as this operating reserve is concerned, it is 
ef such constant volune’ that efficient methods: af disposal as manu- 
‘factured products can be develeped. It is the marked variation in the 
seasonal excess and the difficulty of handling it. efficiently that is 
an important factor in leading distributors to endeavor to.secure a 
more even volume ef ‘supplies. This arises because more efficient 
methods of handling the excéss can be developed when the supply is con- 
stant than when it varies markedly. Thus, during the season of flush 
production the distributor has to convert. te other. uses, or someone 
else does it in his stead, a volume of milk that.may be severel times 
as great as‘ the volume So “converted during the season ef low producticn, 
This may: be’ demonstrated by reference to some assumed. figures, as 
follows; 


‘1. The volume of milk sold daily as fluid milk throughout the 
Fee is 10 006 pounds, 


2. The volume of milk brought to market is 11,000 pounds (10 - 
percent of average daily salés needed to meet daily variations in fluid 
milk sales) in the season of low production and 14,000 ES during 
the season of flush production, 


The volume of milk that is diverted to uses other than fluid 
milk is therefore 1,M00 pounds per day during the season of low produc- 
tion and is 4,000 pounds per day during the flush period,. or 3,000 
pounds greater than during the low period. This is entirely a seasonal 
excess (3,C0O pounds of the 4,C00) and represents an increase in the 
output of products ‘other than fluid milk of 300 percent, Of coyrse, 
under actual conditions, the increase in the volume of milk devertad te 
uses ether than fluid during the flush season will be dependent. upon 
the actual seasonal variatien in production, which will, in seme cases, 
be greater, and in other cases less, than indicate@g in the above 
example. 


The seasonal excess in productien therefore raises serious 
questions as to how it may be handled efficiently. It undoubtedly 
costs far more te handle a volume ef excess milk that fluctuates 
markedly from season to season, as does a seasonal excess, than it 
costs to handle a volume of excess milk that remains rather constant 
from season to season, This is due to the fact that equipment, .and 
in many cases labor, must be available to handle a peak load far in 
excess ef the load during the peried of low preduction when only a 
small velume of milk, equal to about 10 percent of average daily sales, 


Se ae 


Se a a Re | TN Oe pr 


9/ Assumed, but practically all available data indicate: that it is 
actually quite constant. 
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is converted to uses other than fluid’ milk. The distributor, therefore, 
Can afford to pay a premium for evehness of production in addition to 
that already noted, the size of the premium being approximately equal 
to the difference in e¢osts involved in handling a constant volume of 
excess (the Operating reserve) as compared to handling a Widely fluc- 


‘ 


tuating volume of excess milk (the seasonal excess). 


The foregoing indicates that distributors are able to pay a 


premium for evenness .in production. It appears that it would be a 


matter of indifference to distributors whether they paid-a given sum 

of money, including premiums for evenness of supply, to secure @-par- 
ticuler volume ef milk, or paid a sum of money about equal to the former 
for a similar volume ef milk, the latter sum, however, being paid partly 
to. producers delivering an uneven volume of milk, and partly tor sextre 
costs. involved in procuring milk from an irregular area. In the former 
Case, the farmer gets a higher percentage of the total velume of money 
expended for milk purchases and operating costs by the distributor than 
in the latter. case, but total costs to the distributor remain about the 
Same. It is probable that it is a matter of indifference to distribu- 
tors whether they pay out a given sum of money in the one manner or the 
ether. If distributors elect to secure their milk supply without pay- 
ing producers a premium for evenness in production, it is evident that 
the seasonal variation in producers! prices would be quite marked. 


It is, obviously, more econcmical to secure milk that is to be 
sold as fluid milk-fror, sources near the market and to process the 
seasonal excess into milk products other than fluid milk at points 
Outside the area wherein preduction is just necessary to meet fluid 
requirements, since the cost of transporting the fluid milk equivalent 
of manufactured dairy products fron any given point is much greater 
than transporting such products ‘to market in finished form. of course, 
the extent of the Saving will depend upon the size of the area and the 
like. Thus, during the Periedsof flush preduction, fluid milk would 
be drawn from a point much nearer to market (depending upon the 
seasonality in production and relative density ef production through- 
out the area) than during the seasen ef low productian. F.o.b. market 
prices for fluid milk during the year would vary directly with differ- 
ences in costs of transporting milk from different points within the 
eree., nus, if milk ds transported only ‘50 miles during the flush 
period and 100 miles during the low period, f.0.b, market prices, 
assuming transportation costs of 1 cent per hundredweight per mile, : 
would vary within a 50-cent range during the year, being 50 cents 
higher during the period of lew production than in the period of high 
production. Farm prices would vary in the same manner, being equal 
te f.o.b. market prices less transportatien costs. 
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If, however, milk is brought to the market in fluid form and is 
then diverted to more concentrated forms such as cream, evaporated 
milk and butter, the product equivslent of such milk will sell at 
prices f.o.b. the market equal to the price at which the product can 
be shipped: to the market from distant areas. Thus, if the butter. 
equivalent cf milk can be brought to the market from distant sources 
for $1.00 f.o.b. the market (farm price plus transportation costs on 
the butter equivalent of 100 pounds of milk), the butter equivalent of 
milk brought to the city in fluid form will sell for only $1.00 f.o.b. 
the merket. The farm price of such milk would be materially less than 
$1.00 per hundredweight. For example, if milk is shipped 50 miles and 
transportation costs are 1 cent per hundredweight per mile, the cost 
of transporting a nundredweight of such milk is 50 cents. If the 
product equivalent ef such milk sells for 31,0C f.o.b. the market, 
then the farm price of such milk would be.50 cents. Of. course, if 
, such milk is shipped any great distance as fluid milk, the product 
equivalent f.o.b..the market may not’ sell for enough to more than 
cover transportation.costs from the farm to the market. Therefore, if 
milk is shipped to the market in fluid form for any appreciable dis- 
tance and then converted to more concentrated products, farm prices 
for fluid milk are decreased appreciably. Under these conditicns the 
seasonal variation of prices paid producers would be much more pro- 
nounced than that obtaining under the conditions treated previously. 
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The seasonal variation in prices to producers would be even 
more marked than under the conditions treated previously if ‘there were 
higher quality requirements for milk produeed for use as fluid milk 
than for milk produced for usé in other products. 


This can be demonstrated quite readily by reference to the 
following example wherein it is assumed that (1) distributors bring to 
the market only that milk needed to meet their fluid. requirements 
which are assumed to be constant; (2) the area from which the fluid 
milk is drawn is contracted and’ expanded inversely to the seasonal 
variation in production; (3) distributors contract with producers to 
take their inilk only fcr the periods wherein it is needed (obviously, 
under this sort of am arrangement the milk of some producers would 
ke used as fluid milk all of the time while that af others would te 
so used at only certain specified seasons in the year); (4) the cost 
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of mecting sanitation requirements, if all milk were sold as fluid 
milk during the year, would be 20 cents per hundredweizht per pro- 
ducer; (5) the alternetive farm value of milk sold for any other pur- 
pose is $1.00 per hundredweight; (<) transportation costs vary uniform- 
ly with distance, at one cent per hundredweight per mile; (7) during 
the season when the milk of producers. in outlying areas is not needed 
for fluid milk uses, there are plants available for manufacturing it 
into other dairy products. 


Under thuse. circumstances the total yearly cost of meeting 
fluid milk requirements for outlying producers, or, rather, for those 
Producers who sell their milk as fluid milk for a short period during 
the year, would have to be covered in a much higher farm pris? for 
the months during which they sell their milk as fluid milk.2/ under 
these assumptions, a producer selling his milk as fluid milk during 
the entire year would incur only 20 cents per hundredweieht addition- 
al expense for meeting sanitation regulations, On the other hand, the 
producers who sold milk as fluid milk one month of the year would incur 
equal expenses over the entire year, or approximately twelve times as 
great per unit for the month during which such milk is sold as fluid 
Milk. Thus, during the season of loz production the farm price must 
be sufficient to cover, during one month, the ontire cost of meoting 
sanitation regulations for the entire year, which, in the assumcd caso, 
would amount to approxinately $2.40 per hundredweicht.above the altorna-: 
tive use valuc for milk at the farm. Thc opcration of this factor is 
depicted graphically in Pigure 8, 


Under theses assumptions the f'.o.b. city price (farm price plus 
transportation costs) ranges from 2.20 per hundredweight during the 
month of high production to $4.95 per hundredweicht during the month of 
low production. If, as assumed, Gistributors purchase.a uniform quantity 
of milk per month, the weighted average price would be approximately 
$2.90 per hundredweight. If, however, production within the area within 
100 miles of the market (see Figure 8) wore uniform from month to month 
at a level equal to production during the month of high production 
Obtaining in the example set forth above, the f.o.b, market price through- 
out the year would be $2.20 per hundredweight as compared to the weighted 
average price of $2.90 per hundredweight prevailing under the conditions 
as set forth in the previous example, If, therefore, the distributor 


10/ Of course, part of the expenses of producing milk in conformance 
with the sanitation regulstions is fixed, and part of them is vari- 
able. This introduces an additional complexity, and probably oper- 
ates to change the seasonal price curve from that set forth in this 
analysis. However, it does not appear necessary to develop this 
point further for the purposes of this paper. 
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could procure his milk supply from producers who produce a constant 
volume of milk throughout the year, it is to his best interest to do so, 
Since he could fgueLan milk supply for less total cost then would be 
the case otherwise. 


It: should be noted that the marked seasonal variation in prices, 
which in any particular market would be different from that set forth 
above, depending upon the degree to which conditions in the market and 
the supply area vary from those assumed in the example, would in time 
be partially corrected by producers within the area changing their sea- 
sonal output curves in order to sell a larger volume of milk during the 
period when prices are seasgnally high, However, it would be greatly 
to the advantage of some producers to shift their seasonal output 
curves, and little if any to others, depending upon the type of farm 
‘organization and operation followed by each. 


It has already been indicated that distributors can afford to pay 
producers in such a manner that evenness in production.is encouraged, 
due to the economies in procurement costs in securing milk from an area 
that is rather constant geographically and in number of individual 
sources of supply rather than an area that varies markedly in geograph- 
ical extent and in the number of individual sources of supply. Also, 
it has been indicated that the economies involved in handling a minimum 
and rather constant volume of excess milk furnish an incentive for dis- 
tributors to pay producers in such a manner that evenness in production 
is encouraged, in addition to the incentive noted above. 


Heretofore it has been assumed, for purposes of analysis, that 
there is no difference between the scasonal production curves of in- 
dividual producers. This assumption is now discarded and the analysis 
focused upon conditions more nearly in accordance with those that pre- 
vail in actual markets, It is well recognized that. there are marked 
differences between the seasonal production curves of. different groups 
of producers as well as individual producers. L& Thus, in any parti- 
cular milk market there are many producers «ho produce milk practically 
in accordance with fluid milk needs, while others do not. 


lif For purposes of presentation and emphasis, this example has been 
exaggerated, 
l2/ Lininger, F. F., Pennsylvania State College, Agricultural Experiment 
Station Bulletin No. 231, also based on unpublished data in the files 
of the Dairy Section. 


A brief consideration of the types of distributors and pro- 
cessors operating within any particular milk shed will now be given 
in order to bring into the analysis the conditions which, taken in 
conjunction with those set forth in the two preceding paragraphs and 
in Part III of this paper, suffice to explain why milk suitable for 
consumption as fluid milk is brought to market, one part of which 
sells for one price, another part for another, etc.,.in short, the 
development of a system of class prices. 


In almost any milk market (except as is the case in those small 

villages and towns where practically all of the milk is distributed 

by producers) where the economy of the market has developed to the 
point that distributors have become specialized, different degrees 

of specialization obtain between‘distributors.e Some distributors 

sell only fluid milk and/or cream, Others sell only fluid milk and/or 
cream and a relatively small volume of manufactured by-products (butter, 
cheese, ice cream, etc.) and still others sell some fluid milk and cream 
and sell a relatively large volume of manufactured dairy products. 
Vithin the same area, other processors produce and sell manufactured 
dairy products entirely. In other words, all degrees of enterprise 
combinations are to be found, ranging from the highly specialized 

fluid milk distributor to the relatively as highly specialized manu- | 
facturer of manufactured dairy products. The reason for such special- 
ization is, obviously, that the economies in organization and opera~- 
tion gained through specialization are quite marked, This point needs 
no further proof than that evident to anyone who observes the present 
organization and operation of industry, both agricultural and ron-agri- 
cultural, 


Under the above conditions, it may. appear that it is to the in- 
terest of all fluid milk distributors and all processors of manufactured 
dairy products within a particular area to pay producers in such a manner 
that evenness in production is encouraged rather than for specialized 
fluid milk distributors to do this alone, This is true to a certain ex- 
tent. However, milk is bulky and perishable and the storage of milk-is 
not economically feasible. ‘On the other hand, manufactured dairy prod- 
ucts can be and are stored for relatively long intervals. Thus, manu- 
factured dairy products are produced in largest volume during the spring 
and summer months and are stored until they arc moved into consumption. 
This tends to even out the seasonal variation in the prices of manu- 
factured dairy products. Under these conditions the premium that could 
be paid producers of milk for use in’ manufactured dairy products to en- 
courage evenness in supply would be equal to the cost of storage from 
the flush production period until the product moves into consumption and 
the savings realized in manufacturing costs when the volume of product 
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produced throughout the year is constant rather than varying. In 
addition, the supply areas of individual manufacturing plants are, 

in most cases, much smaller than tho supply areas of individual 

fluid milk plants so that transportation costs do not affect farm 
prices seasonally to as great an extent as is the case with fluid. 
milk. Also, there arco, in many eases, few Sanitation requirements 
with respect to the production, care and handling of milk produced 
for use in the production -of manufacturcd dairy products; and, in. 
those cuses where there are sanitation requirements with respect to 
such milk, they are raroly, if ever, of such nature that farm pro- 
duction costs are inercasod markedly, Thus, sanitation requirenents 
for milk produced for use in the, production of manufactured products 
do not operate to increase. the seasonal variation in the price of 
such milk to any appreciable degres, certainly, in any casc, to a 
much lesser extent than in ths case of milk produced for use as fluid 
milk. These considerations suffice to explain in a large measure why 
pricing systems pointed to encouraging evenness in production have 
not developed with respect to milk produced for use in the production 


of manufactured dairy products. 


In view of the foregoing, it appears that there is a wide 
range in the incentive of different types of distributors to pay pro- 
ducers in a manner that encourages evenness in production. For spe- 
Clalized fluid milk distributors this incentive is quite strong and 
diminishes in strength in relation to the diminution in the degree of 
specialization of distributors until, in the case of manufacturers of 
manufactured dairy products, there is little ineentive to purchase 
milk from producers for evenness 30 that evenness in production is 
eneouraged. Under these conditions fluid milk distributors will com- 
pete with each other to secure the patronage of those producers who 
produce a rather constant volume of milk throughout the year so that 
these producers become associated with specialized fluid milk dis- 
tributors. Further, producers who produce a more variable volume 
of milk will become asseciated vith less specialized distributors. 
Stated in other terms, vhen producers are classified on the basis 
of their relative seasonality of production, they will tend to be- 
come directly associated with distributors in accordance with the 


relation between the relative constancy of production of different 


classes of producers and tho relative strength of the incentive of 


different classes of distributors to secure an even volume of sup- 
ply of the raw material, Thus, within a milk shed different pro- 
ducers will receive different prices for milk, such differences, 
after adjustments for location differences, boing due to relative 
differences in the seasonal variation of production of different 
producers. Under these circumstances and providing economic forces 
have time to work out their full vffects, producers who produce a 
relatively constant volums of milk througheut the year will receive 
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higher prices than those producers who produce 4 relatively more 
variable volume of milk throughout the year. Furthermore, the 
producers who produce a rolativcly constant volume of milk through- 
out the year vill tend to be associated with highly specialized 
fluid milk a@istributors. (highly specialized in the sense that 

the operating unit is engaged almost entirely in the distribution 
of fluid milk), while those who produce a relatively more variable 
quantity will be associated sith distributors who are less highly 
specialized (in the sense noted above). 


Heretofore, no seasonal variation jn consumption of fluid 
milk has been assumed. The next step in the analysis is to examine 
how (1) vurious factors eperate to cstablish retail prices for fluid 
milk at a practically uniform Level throughout the year and, with 
small scasonal variation in demand, lead to the development of the 
seasonal excess, and (2) the manner in which the bargaining arrange- 
ments between producers and distributors affect the price structure 
for milk within a milk shed. 


PAR De le 


The Utilization of Milk in a& Market as Influenced 
. by the 
Nature of the Demand for Milk. 


Heretofore the analysis has been developed on the assumption that 
there were no variations in the amount of milk sold as fluid milk in the 
market from day to day and season to season, hence, granting seasonal 
variation in production, it followed that, during the period of the year 
when production exceeded consumption, a portion of the milk produced for 
use as fluid milk in a particular area had to be diverted to uses other 
than fluid milk. This assumption is now dropped, and the analysis is 
focussed upon the determination of (1) whether there are variations in 
the volume of milk sold in the market from day to day and season to 
season, (2) the factors that account for such variations, if any, and 
(3) whether such variations are or normally may be expected to be of 
sufficient amplitude to keep the total volume of milk sold as fluid milk 
in the market equal to the volume of milk produced for use as fluid milk 
in the area supplying the market. A solution of the problems noted 
above is to be found largely in a consideration of the nature of the de- 
mand for fluid milk and the manner in which milk is distributed to con- 
sume rse ‘ 


When considered in light of the usual supply and demand analysis 
of the factors affecting the price of any particular commodity, it might 
be expected that retail milk prices to consumers would be adjusted or 
changed from day to day and week to week as changes took place in the 
supply and demand situation. Stated differently, if, on a particular 
day of the week or during any particular week, milk supplies increased or 
decreased, it might be expected that retail milk prices (assuming no 
change in demand) would vary inversely to the changes in supplies, 
especially in view of the fact that milk is a highly perishable product 
and cannot be stored advantageously. 


As far as actual supply and demand conditions are concerned, there 
are relatively large day to day variations in demand 13/ and relatively 
small day to day variations in supply. Under these circumstances, it 
might appear that there would be marked variation in the retail price of 
milk from day to day. However, it is probable that this pricing proced- 
ure would necessitate a type of market opganization or mechanism whereby 
buyers and sellers: would meet, or through which buyers’ day to day demand 
schedules and sellers! day to day schedules of reservation prices would 


13/ This point is developed in more detail later, 
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be made known and would operate to adjust prices in accordance with the 
day to day supply and demand situation. This type of market organiza- 
tion or mechanism would be somewhat analogous to the present produce 
exchanges. However, such procedure would be markedly different from 

the present procedure through which day to day retail prices not only of 
milk but of many other products are established. 


Milk is generally distributed to consumers early in the morning, 
and numerous milk routes are necessary in order that customers be 
reached. A driver on a milk wagon cannot ascertain what the demand for 
milk will be on his route until he has completed deliveries. Thus,;..Aas.4 
practical matter, it is impossible for him to adjust his prices in 
accordance with the demand situation as he! finds’ it...) The, seme consider- 
ations apply to the distributive enterprise as f whole. If the demand 
schedules of consumers on each milk route, and the aggregate demand 
schedules of consumers purchasing from each distributor and for the mar- 
ket as a whole, were known and accurately predictable from day to day, 
then the dealer could (in theory) quote prices each day on the basis of 
day to day changes in the day to day supply and demand situation. As a 
practical matter this procedure would be extremely unworkable. The 
highly technical nature of tho analysis that would be necessary if such 
procedure were to be followed, the cost of such precise analysis (which 
would probably have to be detailed cnough to allow the determination 
and forecasting of the demand schedules on many, if not all, milk 
routes), and the partially indoterminate nature of the results secured 
would preclude following the procedure outlined. The only practical 
procedure is for the distributor to quote prices for a longer period of 
time, rether than to quote prices dsily. This is the procedure dis- 
tributors actually follow and, under these circumstances, day to day 
variations in the demand for fluid milk (day to day variation in 
supplies 14 /ad negligible) are manifest in variations in day to day 
purchases by consumers at - constant price, rather than being manifest 
in day to day variations in pricee 


It may appeer, when weekly and monthly periods are considered, 
that retail prices would chenge in response to weekly and monthly 
changes in the supply and demand situntion. However, retail prices 
remain constant for relatively long periods, (See Table 1.) ‘The 
reasons for retail prices remaining constant for relatively long 
periods of time, rather than boing reduced so that the sensonal 
inerease in the volume of milk produced for use 4s fluid milk which 
takes place during the summer months in most milk mprket supply “Teas 
is moved into consumption as fluid milk, will now be examined. ‘The 
explanation of practically constant retail prices of fluid milk is to 
be found mainly in the nature of consumer's response to changes in 
prices and, arising mainly therefrom, the. sales and price policy 
followed by distributors. 


14/° This is not to say that supplies do not chnnge from day to day, 
sinee there is 2 trend in daily supplies thet is seasonal in 
character. However, this trend is small when considered on a 
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Table 2. Number of periods during which 
retail price of milk remained 
1 e ‘ unchanged for a year or more 
- in prindipal milk markets. 


itty ae lp eal [iho ea) Cee ge fm sParcentavesmnach 
Period during which price remained unchanged: the period dur- 
_iing which price 
; :remained con- 
Market ; 14424 ¢ 25-46 : 37-46 : Over 48 : Period sstant for a 
; months: months: months : months : years :vear.or more is 
: : : : covered :of total months 
rin entire perio@ 


. . « 
i me oe eee re i ere nm me nee rete nin ree ae ne ce ee Cen rn nent amen! emer cee ee A NTRS A a 


ee a a i re ne ce te eR eR RN Am SI Se ne ane = om AN 


New York : ue 2 ii 1909-31 46.4 
Boston neigh en ze : 1907-31: jer baks 
Philadelphia ; 1 2 1 1907-31 67.7 
i) Chicago . L ; i 2 ; 1907-31 : Teoh 
Baltimore : o bi : : i ; 1909-33 61.35 
Washington 4 a ~ 1909-31 :; Olea 
Minneanolis 4 hs ' 1909-30 309s 
St. Paul 2 A's we ! 1914-31 ; 28.28 
SU. .OUlL Ss il L a 1909-31 . D662 
: Atlanta 5 Vi 1907-31 40.35 
Omaha 3 . : >: 1909-31 221 
Denver 2 ; 1 ; L 1909-51 ; 41.7 
Los Angeles 5 , i : 1 , L90G-31 64.9 


Based on data setured from reports of the Sursau of Labor Statistics, United 
. + b 
” States Department of Labor. 
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Statistical investigations have gn’ generol indicated that tho 
demand for fluid milk by consumers is very inelastic; that is, that 
the change in the quantities of milk taken, following increases or 
decrenses in price, is relatively very small. Two published co eamen 
for the Chicngo and New York markets indicate that, during the period 
covered by the studies, when consumers recognized the necessity ror 
changes in the retail price of milk, 2 one cent change in the rete. 
price of milk per quart hed a very slight immedinte effect on sales 
end this effect was considerably diminished after five or six weeks. 


Evidence relative to the influence: of price chenges upon milk 


sales hns been obtained from an examination of the milk sales by dis- 


tributors purchasing from cooperative asgocintions in Baltimore, Mary- 
land, Boston, Messnchusetts, and the Twin Cities, Minnesota. In these 
cities the cooperative associations hrvo mn considerable share of the 
business of the market and changes in their sales “re no doubt .repre- 
sentative of the merket as « whole. These date wers anrlyzed by com- 
paring the sales in‘the calendnr month preceding the price change with 
the sales in the calendar month following the price change, C/ after 
adjusting for the influence of the average seasonal variation in sales. 
Indexes of seasonal variation were calculated by the median-Link- 
relative method, omitting the months in which price changes occurred. 
The compared months have been adjusted by dividing each by its corre- 
sponding seasonal index. The results of the analysis are given in 
Tables 2 to 4. 


Examination of the date shows that usually a change in price 
results in an opposite but much smaller change in sales. In Boston, 
there were fifteen price chenges (eight decrenses rnd seven increases) 
during the period March 1922 to September 1931; in Beltimore there 
vere only two changes, one decrease and ono inecresse; and in the Twin 
Cities market there were seven decrenses and three increases. Changes 
in sales in Boston were directly associated with changes in prices in 
four cases instead of being inversely associated 2s would be the case 
if other conditions remained the same. These four exceptions 
followed price changes occurring in July 1927, April 1928, July 1929 
and August 1931; and there were four exceptions in the Twin Cities 
market in March 1926, November 1927, January 19%1 and March 1932. 


5 A i ane alana rs ab eee eM a 
1s/ Ross, H. A. ‘Tho Marketing of Milk in the Chiongo Dairy District. 
Ill, Agr. Exp. Sta. Bull. 269, pp. 503-510, 1925. 
Ross, H. Ae Some Factors Affeeting the Demand for Milk and Cream 
in the Metropoliten Area of New York. U. S Dept. of Agr. Teoh. 
Bull. 73, pp» 44~47, 1928. 


18/ In some cases prices changed each month for two or more consecu- 
tive months. In these cases, the sales in the calendar month 
preceding the price change were compured to the calendar month 
following the last month in the series of consecutive monthly 
price changesSe 
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Table 3. Changes in sales of fluid milk 
following changes in retail prices, 
Baltimore, Maryland, September 1926 
to May 1931, inclusive. 


Rt, eelescnie: indexsot :Seasonally: Retail 
Month : (30-day month: seasonal varia-:adjusted, : prices 
basis) =: tion, = :sales 3/ : per quart 4/ 
:1,000 gallons: Percent 71,000 gals: Caren e 
September 1926 ; 1, 544 ; 100.5 2.) d,006 : 13 
November 1926 : 1,510 : Lio  . <¢ “Lo495°. : 14 
Percent change : : Le” ; +7.7 
March 1931 ~¢ : 1,2Sh : 100.2 oe ee 14 
May 1931 *) Lyaeee 2 101.4 ee 12 
Percent change : | : oy ate gi) of). ome LAS 
Absolute aver- ; ; : 
ase percent : : : 
ee So $ : : Leé : ghee * 


Table 18 Appendix. 

Table 17 Appendix. 

Computed from Columns 1 and 2. 

Table 19 Appendix. 

Represents average of percentage changes without regard to signs. 
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Table 4. Changes in sales of fluid milk following 
changes in retail prices, Boston, Massa- 
chusetts, March 1922 to September 1951. 


—e 


: Sales : : : 
: (30-day :Index of ‘Seasonally :Retail prices, 
Month ‘month 7, :seasonal 2/ ca aL Y) sper wey 
basis) :variation &/ :sales : 
sMill. lbs: Percent ‘Mill. lbs. : Cents 
March 1922 : 22.0 3 98.6 : pees : Ue 
May 1922 22.8 ‘ 99.5 : 2ee9 : eee 
Percent change : : ; +267 : - 7.4 
June 1922 ae Bosg $ 102.8 ; 2oee8 : 12.5 
August 1922 : 2209 : 103.64 : S208 : 13.5 
Percent change : : :  -4,3 : + 8.0 
March 1923 : Oe : 98.6 A fa eye 14,5 
May 1923 : oa : 99.5 : 2507 Tec 
Percent change : i +1.7 - 6.9 
June 1923 ten Zoos 102.8 > «24.9 ; Le 
September 1923 : 2508 : LOO SO : Coe : 14,5 
Percent change : uf . —7.2 + 7.4 
October 1923 : pie : 100.4 2 000 14,9 
May 1924 Bee : 99,5 : Bee $ Le 
Percent change : ;: $ +727 $ -17.2 
June 1924 : 26.2 ¢ 102.8 20.0 : 12 
October 1924 H el H 100.4 : 24.0 : 14.5 
Percent change : : : “569 : +20.8 
February 1925 rs 24.6 : <6 $ A ; 14.5 
April 192° : Co.e ; G72 20.49 : oe 
Percent change : . : +228 , - 6.2 
April 1925 : £5.28 : O7 a 7 25 «9 : tmae 
June 1925 : 28,0 : 102.8 : 27 6a ; 13 
Percent change 3; : : +5,0 : ~ 37 
June 1925 : 28.0 : 102.8 : 27 6k A 13 
September 1925 : Boa : 100. : 20.6 : 14.05 
Percent change : : 509 : +11.5 
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Table 4. (Continued) 
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; ‘sales $ : : 
: (30-day :Index of soensonally iRevall prices, 
Month ee 
smonth a/ :sersonel weenie :per Shar 
:basis) - :varietion :sales : 
sMill. 1bs.: Percent PH ig MA a3 Cents 
October 1926 ; EO $ 100.4 ‘ AS : 14.5 
February 1927 ee Payers : 07.6 : 2805 He 14 
Percent change : : : +0,7 : - Set 
June 1927 : 29-0 ; 102.8 . 28028 i 14 
March 1928 : PASTS. ‘ 96.5 : 2909 : Loe D 
Fercent change. : : : +60 : +1LOee 
March 1928 : 2960 : 98.6 : 2909 : Lovo 
May 1928 : 29.5 : 99.5 : 29.6 : 14,5 
Percent change : : : -1.0 : - 6.5 
June 1928 vhs 2929 : 102.8 : evel ; 14,5 
September 1928 ::; 29 04 ¢ LOO6 : 2900 A LBeo 
Percent change : : : +0.7 : + 6.9 
November 1930 : PAS ra : 1L00,7 : 28.9 : Loe 
March 1931 ; lO rire : 93.4.6 : 26 : Lae> 
Percent chenge : : : +5.9 : ~19.4 
July 1931 : 51.6 : 106.8 : 2946 Lees: 
September 1931 : 506 L Ar LOOeS : 50.0 : aed 
Percent change : : +1.3 : + 8.0 
Averege percent~ : : : : 
age change 5/ ‘ : ; 0.8 : +11.9 
Average percent- : : : 3 
age change ied ep bs : +58 : - 9,3 
Absolute average : : 5 : 
percentare ; ¢ : ; 
change 7 ; ; . 469 : 10.2 


Table 20 Appendix. 
Teble 17 Appendix. 
Computed from 1/ and af. 
Table 21 Appendix. 
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Represents averuge of percentrge 
cinted with percontegs decrenses 
Represents average of percentuge 
cizted with percent-ge increnses 
Represents avernse of percentsge 


increnses in price thet were nasso- 
in sales. 
decrer ses 
in seles. 
changes in price or in ssles, without 


in price thet were ssso-+ 


regard to signs, th:.t were associated with opposite chnges in sales 


or in prices. 
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Table 5. Changes in sales of fluid milk following changes 
in retail prices, Twin Cities, Minnesota, March 
1924 to August, 1932. 


‘ Sales ‘$ Index of ; Seasonally : Retail 
Month and year -: 30-day~mont : -, seasonal : adjusted ; prices 
coat! beats ? swarietion 2/; sates 2/ + per quart#/ 
:Thousand pounds: Percent ;Thousand pounds: Cents 
March, 1924 #.. = + Le yo ge Oe ae AM DSi oe USS 
May, 1924 ; LE CAEO Bos 99.5 Ae Pee : 10 
Percent change! ¢ ; .: “ Die o A ~ 13.0 
i LOS a Pweg sie : 98.0 : Fae SIS ES: : 10 
September, 1924: ; - 11,788 ; L006 ; yO ' Bhat 
Percent change : ; i 4. - 248 F + 10.0 
August, 1925 : Pe Oe 5 YU Ae) ou 99.1 Fe 12,684 : VE 
October, 1925. : ie ror : 102.5 : 1271487 3 12 
Percent change ~- : : 7 : ~ 369. : +) Oa 
December, 1925 : ‘Adee. i 98.0 : 12,103 : is 
March, l9k6" <-.1 % 12,246 ot ero, 4. oe ey ‘ in 
Percent change : s ‘ = Oe : - 8.3 
August, 1927. ; Ok oo 99.1 : 12,221 : Lat 
November, 1927 ; 12,608 : 101.7 . 12,397 : 12 
Percent change : : a + 1.4 A + Gol 
December, 1929 : 12,980 ; 98.0 7 13,245 : Le 
February, 1930 : Ly OF ak : LOL i LS 4.57 : ee 
Percent change 3 : : ee : ~ 8.5 
October, 1930. 4 Deedes ALO : OS) : TOG ee ; ta 
January, 1931. : ea eek : 98.8 : 15 LEB H 10 
Percent change : ; a ~ 0.7 : ~ Qe 
November, 1931 ‘ ) 12,724 : oO bee ‘ niyo bal 7 10 
January, 1932 : Pleo : 98.8 ; Ue, owe : 9.9 
Percent change : : H - 1.3 “ wt ORO 
January, 1932 ; 12,205 : 98.8 : Le ou 9.5 
March, 1932 : Leyes rf 101.4 : cae aS 8.5 
Percent change ‘ : : + Oot : ~ 10.5 
June, 1932 ; 125004 . Slee : Loy : 8,5 
August, 1932 : Deal 99.1 ; 12,832 : 8 
Percent change “ : : + 0.4 : - 6.3 
Average percentage: : : : 
changes § 2 - : comers) : oo ee 
Average percentage: ; : : ; 
change 6 : - : + ee Q : ~ 89.0 
Absolute average :;: $ 4 : 
percentage : : * | : 
change 7 ; : H 264 : 9.5 


1/ Table 22, Appendix. 


2 Table 17, Appendix. 
Computed from columns 1 and 2. 

4/ “Yable 23, Appendix. 

5/ Represents average of percentage inereases in price that were associated 
with percentage decreas es in Sales. 
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These unusunl cases occur in periods when business conditions were 
changing rapidly and appear to be adequately 6xpleined by changes in 
these conditions, 


Data contained in the reports of the Market Administratorsfor 
the various markets opcrating under Federal licenses also provide 
some indication of the consumer Tesponse to price changes in these 
Markets, Only those markets where Class I milk was defined as whole 
Milk, sold or distributed for consumption as whole milk, and where 
the size of the Sales area has remained constant are considered, 
These data have been received for such a short period that it was im- 
Possible to compute a setisfactory index of Seasonal variation and — 
adjust sales for seasonal variation, except where other sales data 
from the same market where available for Garlier periods, 


The results of this latter study must be interpreted with some 
caution since there are other factors than price which influence 
Sales. Sudden chenges in tempernture influence the volume of milk 
Sold. There is a Seasonal variation in totel fluid Stiles, which ig 
in part influenced by the vacation movement, and this in turn is 
affected by the Prosperity of the community. Moreover, in a period of 
several months in Tecent years business conditions and consumer in- 
comes have changed materially. These considerations limit somewhat 
the Significance of the results of whe study. Tebic important to hote, 
however, that the results supplement the results obtained in the other 
Studies, showing that changes in price are associated with changes in 
fluid milk Sales, and that the changes in prices are relatively much 
greater than the changes in Sales. The data are shown in Table 5 and 
indicate that an average change of 3.4 percent in sales ig associated 
With an average opposite change of 12.3 percent in price. 


It appears from the foregoing that the demand for milk is high- 
ly inelastic, especially when retail price changes are relatively 
small. When Price changes are relatively Lareoretinis probable that 
the change in consumption may be somewhat greater than when the changes 
in the retail price are relatively small, although the change in sales 
is probably less than directly proportional to the change in price, 
although th data that are available relative to this point ere incon 
Ble Sivey 12/7 Stated differently, while the demand for milk is less 
inelastic when large, rather than small, price changes are considered, 
the coefficient of elasticity of demand still appears to be consider 


ably less than unity. 
1?/ See also Ross, H, As, Some Factors Affecting the Demand for Milk 


and Cream in the Metropolitan Aren of New York, Technical 
Bulletin No. 73, U. S. Department of Agriculture, 
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Table 6. Summary of changes in sales and in prices 
in specified cities. 


; Estimated aver-: Retail delivery 


Sales area and period ; age daily : price, per 
; Class J sales : quart 
: Pounds Cents 
Boston: ‘ : 
April 1934 to September 1934 = 1,618,000 ; sa 
October 1934 to February 1935 : 1,592,000 ; 12 
Percentage change ; - 1.6 : + 9.1 
March 1935 and April 1935 ; L576 000 F LS 
Percentage change : ~ 1.0 5 + 8.3 
Detroit: : ay, ; 
April 1934 to June 1954 : dere WOO ‘ 16 
July 1934 to February 1935 su eke (OCORL/ a 11 
Percentage change : - 4,4 : +10.0 
March 1935 sj LABS 000 -L/us 12 
Percentage change o UL ge : + 9.1 
Evansville; “ : 
May 1934 to September 1934 : 43,764 , 9 
October 1934 to March 1935 : 41,635 ; 9.5 
Percentage change 5 ~ 4,9 : + D326 


Grand Rapids: = : 


August 1934 and September 1934 $ Low cat oes 9 
October 1934 to March 1954 ; _ 127,208 ; LQ) 
Percentage change : 0.0 ; +1Let 
Kalamazoo; : : 
July 1934 to November 1934 : O60), 2a0 x 10 
December 1934 to February 1935 : 40,720 : 8 
Percentage change H +10.9 : -20.0 
March 1935 : 39,397 : 10 
Percentage change : - 3.2 : +2520 
Absolute averege percentage ; : 
change 2 : 364 : 12.3 


Tables 24 to 28, inclusive, appendix. 


Ds Adjusted for seasonal variation. 
2 Represents average of percentage changes without regard to signs. 
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On the basis of the foregoing, it appears that it would require a 
very marked decrease in price in order that any appreciable seasonal 
increase in the volume of milk produced for use as fluid milk be moved 
into consumption as fluid milk in the market as a whole. It is rather 
generally recognized thet changes in the prices received by producers 
that »re associated with changes in retail prices are relatively greater 
than the changes in reteil prices. This is due to the fact that some 
of the more important elements in the gross margin between the price re=- 
ceived by producers and the price at which the milk is sold at retail 
(transportation costs,:-country station charges and the like) do not 
change with changes in volume; in other words, they are fixed charges 
per unit. This being the case, the seasonal variation in prices 
received by producers would be relatively greater than the seasonal var- 
ieation in retail prices, which, as was pointed out before, would have to 
be quite marked in order that my appreciable seasonal increase in the 
production of milk produced for use as fluid milk within the supply area 
be consumed as fluid milx. Over a period of time, the market scasonal 
variation in prices received by producers would tend to be reduced, 
since producers would change the seasonality of their production in order 
to sell a larger volume of milk at the time of year when prices were 
seasonally high, and would reduce their sales during the period when 
prices were seasonally low. However, it would ba greatly to the advan- 
tage of some producers to change the scasonality of their production and 
little, if any, *o others, depending upon the type of farm organization 
and operation followed by each. Thus, given time for economic forces to 
work out their full effects, the seasonal variation in supplies and 
prices received by producers, and eonsequently the seasonal variation in 
retail prices, would be much less marked than would appear to be the 
case at first. 


The second limitation to lowering prices on the basis of the 
seasonal increase in the volume of milk produced for use as fluid milk 
by any dealer is that, in order to hold the new customers later when 
supplies in the market are short, dealers would have to develop new 
sources of supply during the short season in order to have sufficient 
milk to meet the requirements of their larger business. These new 
sources involve an expense in development (see Part II, Section G) and 
mey also have an equal or greater seasonal varistion in production the 
following year. The alternetive is to raise prices when supplies are 
short and thereby reduce the customer's takings or to fail to serve the 
added customer. Hither of these latter procedures is sure to lead to 
dissatisfaction, 
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The foregoing facts and considerations suffice to explain in 
large part why retail prices of fluid milk tend to remain practically 
constant on a seasonal basis. Thus, instead of reteil prices showing 
marked seasonal variation of such magnitude that the seasonal changes 
in volume of milk produced for use as fluid milk be moved into con- 
sumption as fluid milk, retail prices remain practically constant 
sezsonally and seasonal changes in demand are reflected in greater or 
less takings of fluid milk, as the case may be, at the ruling level 
of prices. Such seasonal variations in demand wre generally quite 
small, and are much less than the seesonal varietion in the volume of 
milk produced for use ss fluid milk that obtains in most milk market 
supply sreas. (See Table 17, Appendix. ) 18/ Thus, unless the volume 
of milk produced for use as fluid milk is equal to fluid milk require- 
ments on a seasonal basis, the sersoncl increase in the volume of 
milk produced for use es fluid milk is diverted to uses other than 
fluid milk. Stated differently, the seasonal increase in the volume 
of milk produced for use as fluid milk becomes 2 seasonal excess over 
fluid milk requirements. In the next part of the analysis of the 
price structure for milk within a milk shed, an explanation of the 
development of class prices, or the classified price plen of payment 
for milk by distributors, will be set forth. 


1s/ See also Ross, H. A., The Marketing of Milk in the Chicago Dairy 
District, Ill. Agr. Bxp. Sta. Bull. No, 269, and Ross, H. A, 
Some Factors Affecting the Demand for Milk and Cream in the 
Metropolitan Aren of New York, U. S. Dept. of Agr. Techs Bull; 
NO. 756 


Part IV. nin , 
The Price Structure for Milk within a Milk Shed = 
The Development of Class Prices. 


- The analysis of the price structure for milk within a milk shed 
will now be focussed upon the manner in which class prices or, stated 
more precisely, the classified price plan of selling milk to distribu- 
tors, develops in a milk market. At this point it is important to set 
forth as clearly as is possible in a short paper the difference between 
the classified price plan and the rating eres The classified price 
plan is a method of selling milk to distributors, while the rating plan 
is a method of prorating to producers the proceeds of sales to distrib- 
utors. The classified price plan does not necessarily need to be 
complemented by the cyeration of a rating plan, and classified price 
plans are often used where no rating plan Se Li operation. Qn the other 
hand, the rating plan under certain forms of administretion becomes in 
effect a classified price plan and a plan for prorating to producers the 
proceeds of sales to distributors. For example, in some markeus, -pre- 
ducers associations bargain for "base" and "surplus" prices; "hases™ are 
established for individual producers for which "base" milk producers te- 
ceive "basic" prices. Producers are shifted among distributors in such 
fashion that the total bases of producers delivering milk to any particu- 
lar distributor are approximately equal to such distributor's sales of fluid 
milk. However, pricing milk to distributors in accordance with a classi- 
fied price plan is usually more precise than that just noted, with a more 
strict accounting and pricing of milk according tc use, and is not neces- 
sarily operated in conjunction with a base-rating plan. 


For the purposes of this paper, the classified price plan is de- 
fined as a method of selling and pricing milk to distributors in accord- 
ance with the use made thereof, while the base-rating plan is defined as 
a method of prorating to producers the proceeds of sales to distributors. 


It has already been demonstrated (see Part II) that, assuming 
little seasonal variation in the demanc for milk, certain supply character- 
istics eperate so thai, given differences in individual producers’ 
seasonal output curves, and providing that economie forces have time to 
york out their full effects, producers who produce 4 relatively constant 
volume of milk throughout the year will receive higher prices, other 
factors acnounted for, than producers who produce a relatively more 
variable volume of milk throughout the year. furthermore, the producers 
who produce a relatively constant volume of milk throughout the year will 
tend to become associated with highly specialized fluid milk distribu- 
tors (highly specialized in the sense thet the operating unit is engaged 
almost entirely in the distribution of fluid milk, while those who pro- 
duce a relatively more variable quantity throughout the year will tend to 
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19/7 Often called basessurpius, base-rating, and the like. 
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rpecome associated with distributors who are less highly specialized (in 
the sense noted above). The assumption that there is little seasonal 
variation in the demand for milk was then examined, (Part III) and it 
was found that certain factors operate so that there is marked seasonal 
uniformity in retail fluid milk prices, and seasonal changes in demand, 
which are very small in most cases, are reflected in slight seasonal 
changes in the quantities of fluid milk consumed at practically constant 
prices, rather than seasonal changes in the quantities of milk consumed 
that are associated with seasonal changes in retail fluid milk prices. 
Tt is in the analysis of the seasonal behavior of retail fluid milk 
prices, and the offects such behavior would tend to have upon the prices 
received by producers, that the reasons for the development of the 
seasonal excess were ascertained. 


Once the development of the seasonal excess has been demonstrated, 
the basis for the effort on the part of specializcd fluid milk disbribu- 
tors to secure a uniform volume of milk throughout the year becomes ap- 
parent. Under these circumstances, the argument that specialized fluid 
milk distributors tend to secure milk to meet the needs of their fluid 
milk trade, which are practically constant seasonally, from producers 
who produce a relatively uniform volume of milk throughout the year, such 
producers receiving higher prices, other factors accounted for, than 
producers who produce 4 relatively more variable volume of milk throughout 
the year and, consequently, tend to become associated with less highly 
specialized distributors, applies with especial force. 


It should be noted that it is not contended that distributors 
select producers who produce a relatively uniform volume of milk through- 
out the year at random throughout the milk ghed. It isa rather weet 
recognized that, gencrally speaking, producers within a particular type 
of farming area have markcdly similar seasonal output curves. Thus, & 
distributor who wishes to secure a uniform supply of milk throughout 
the year can usually operate in an area or areas where a fairly large 
supply of such milk is available. 


The situation treated above with respect to the procurement of 
milk by distributors is strikingly similer to the situation thet ob- 
tains when distributers purchase their milk in accordance with the pro- 
visions of a formal classified price plan. In tho former situation, 
there is a close approximation to the purchase of milk on & classified 
price basis, considering the merket us a whole, due to the fact that 
those distribution units which are highly specialized, i.e., which 
distribute by fer the larger portion of the milk they secure as fluid 
milk, tend to pey higher priees for milk thin distribution units 
vhich are less highly specialized, 1.0., which utilize relatively 
more of the milk they secure 4s menufacturing milk. The difference 
between this method of purchesing milk and © formcl classified price 
method of purchesing is merely one of the degree snd precision with 
which milk is classified in accordence with the use made thereof. 
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Producers! cooperative associations have recognized the principles 
noted above in bargaining with distributors and have developed the system 
of formal class prices whereby milk is priced by cooperatives to distrib- 
utors in accordance with the form in which milx is sold by distributors. 
Thus, a formal system of class prices, intended to secure the same result, 
is substituted for the rather informal system of clrss prices discussed 
above. The distributor with the larger use of milk in fluid sales pays a 
higher average price than the one with a considerable utilization in man- 
ufactured products. The system of formal class prices has the advantage 
for the »roducers' cooperative association of simplifying the bergaining 
arrengements, since it automatically establishes the basis of payment for 
the different dealers once the general terms for the market are determined. 
Without class prices, individual bargains would be necessary with each 
dealer in order to insure producers the full value of théeir particular 
milk, and the association would be exposed to the criticism of over- or 
under-pricing the milk of particular producers and over- or undercharging 
particuler distributors. Class prices dispose of this necessity for? ads — 
vidual bargains ani result in payments corresponding to the prices which 
would heve been errived at under proper individual bargaining. 


In addition to the seasonal factors treated above which lead to the 
development of a classified price plan of selling milk to distributors, 
there are certain types of organization of supply that would lead to the 
development of a tormal class price system, evel though the volume of milk 
produced throughout the year and the volume of milk consumed in the market 
throughout the year viere precisely correlated, except for daily variations 
in demand and supply. In such cases, the reason for the development of a 
classified price plan is to be found in the fact that there must be brought 
to market a volume of milk in excess of daily average sales, such excess 
volume being needed to aeet daily veriations in sales. 


It is rather well recognized that there are significant variations 
in the amount of milk sold from day to day ina fluid milk market, such var- 
jations being attributable to such factors as (1) consumption and working 
habits of the people which tend to show a regular day of the week veria- 
tion, (2) holidays, and (3) changes in temperature. 


Consumption and working habits of the people are such as to cause 4 
rather regular day of the weer varietion inthe sales of various products. 
Most business concerns, for exam, le, do not operate on Sunday and many also 
close operations on Saturday afternoons. The Sunday dinner is frequently 
a heavier and more elaborate meal than that served on week days. These 
factors affect wholesale and retail sales of the various products differ- 
ently. ‘Jholesale sales of railk and cream are ordinarily low on Sunday, 
with sales to restaurants and cafeteries also Low on Saturday. Sales of 
cream to stores are usually large on Saturday, Friday and Monday. Route 
sales of milk and cream are heavier on Sunday. 
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@xamples of the variation in the average sales on various days of 
the week for seversl markets are given in tables 6 to LO, inclusive. gee 
general, the greatest variation is found in cream sales, the range for 
the New York market for all cream being fron 84.7 percent of the everage 
daily sales for the week on Sunday to. 127.9 percent on Saturday... #Ox 
all milk in the same market the range was from 90.2 percent of the ae 
age daily sales for the week on Sunday to 102.8 percent on Friday. 
Bxamination of the tables indicates a greater variation in wholesale 
sales of fluid milk than of the retail sales, but in the case of cream 
the reverse may be the case. These variations differ in the various 
sections of a large city depending largely upon the economic status. on 
the consumers and the number of persons who lunch avay from home during 
the day. &l/ since dealers have varying proportions of retail and whole- 
gale business and serve different sections of the population, they are un- 
likely to have variations in sales corresponding to those in the market as 
a whole. Some dealers will have larger variations in sales and others 
smaller variations. The difference in the character of the business of 
dealers and the consequent differences of sales by day of the week, even 
for the same type of products, are shown in tables 11 to 14, inclusive. 
These tables show the variation in the sales of Milwaukee, VWisconsin, 
dealers during the week of April 22 to 28, 19354, The daily sales of each 
dealer have been shown as a percentage of his own average daily sales for 
the week. This varietion in sales among dealers means that the excess 
milk above the average daily seles of the marxet is higher than would be 
the case if dealers had available some method of integrating their indi- 
vidual fluctuations in sales with other dealers having different fluctua- 
tions, through a shifting of milk betneen them. 


ne es ot ee eee en oem ns “ - 
rs be ccs “sie vr Kk megs ptt GPa SO GANDA aah et a DPI ENP SoS A GR rae! nite ed SrA Bors wicks” a AS: |, Somoseenoaimenraess eri 7" a aa 


20/ Ross, H. A., Some Factors Affecting the Demand for Milk and Cream in 
the Metropolitan Area of Nev York, United States Department of Agri- 
culture - Technical Bulletin 73, 1928. 


21/ bid, p. 32. 
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Milk; 
Retail 
Wholesale 
Total 


Cream: 
Retail 
Wholesale 
Toven 


Compiled from "Distribution and Consumption of Milk in Reading, Pennsylvania," 


: percent: Percent: Percent : 
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Daily fluctuation in retail, wholesale and 
total sales Of fluid milk and cream in i 
Reading, Pennsylvania. 
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Percentage of average daily sales for the week 
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hy T. Kk. Cowden, Pennsylvania Agricultural Experimental 
Station, Technical Bulletin 614, November 8, 19353. 
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Holidays also exert a considerable influence upon milk and cream 
sales, since these are occasions for special activities. On certain of 
these days, notably during the summer, there is a considerable movement 
of people out of the city, while other holidays are feast days. In 
general, milk consumption appears to be somewhat decreased on holidays 
except for increases at Thanksgiving and Christmas. Sales of extra 
heavy cream at Christmas and Thanksgiving increase by over eighty per- 
cent. Data for the New York market are given in Table 15. 


Temperature is also an important factor jn short-time variations 
in the demand for milk. In general, an increase in temperature is 
associated with an increase jn demand, and a decrease in temperature is 
associated with a decrease in demand. In the New York market it was 
found that temperature changes in winter are more marked than in summer 
but that a change of a given number of degrees produced about three 22/ 
times as great a change in summer as & similar change in the winter. 


On the basis of the foregoing, it appears that a considerable 
volume of milk in excess of average daily sales must be brought to mar- 
ket in order to have a supply sufficient to cover daily variations in 
the demand for milk. Few datr ere available relative to the necessary 
size of this daily excess, hereinafter termed the operating reserve, but 
it appears to range from ten to twenty percent of average daily snles at 
least, and perheps higher in some marketSe 


If the producers in the murket so orgenize their service of supply 
to the distributors so as to remove from them entirely or even partly the 
necessity of carrying this "operating reserve", producers can secure a 
higher price for the delivered milk since the distributor has always 
available all the milk he needs for his fluid milk trade and is also 
relieved of the necessity of procuring his milk from a large number of 
individual producers and is under no necessity of taking mul, 8 portion 
of which must be disposed of in channels other than fluid milk. This is 
one of the services which operating producers' cooperative associations 
commonly provide distributors purchasing from thom. They are thus able 
to sell distributors milk at a higher price than they are able to secure 
when distributors sre not so serviced. There would thus arise what 
amounts to a class price for milk, distributors paying a certnin price 
for the milk called for: from the association and used for fluid purposes, 
with the association utilizing the remaining milk in the most profitable 
possible manner but inauses yielding somewhat lower returns than the 
fluid sales. The difference between the prices charged distributors for 


22/ Ross, He Avy Some Factors Affecting the Demand for Milk and Cream in 


the Metropolitan Aréa of New York, United States Department of 
Agriculture Technical Bulletin No. 73, PDs BI-44 6 
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Table 12. Daily fluctustion in wholessle sale of 
s pints of reguisr milk, Milwaukee, april 
2£~28, 1954. 
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~~ Percent Percent 
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Index numbers were calculated by the median-link-relative method from 
sules, omitting those months in which pricé changes 
oceurred. For basic data used in computing the index for Baltimore 
see tables 17 and 18; for Boston, see tables 19 and 20; and for Twin 
Cities, sec tables 21 and 2c. 
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Sales and Class I price compiled from reports of ] 
Retail prices compiled from repor 
Service. 


Table 
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PLR ES ee 


Boston Salos Arca. 


estimated 


total sales 


Percent 


89.9 
Oe alae 
89.0 
89.9 
90.0 
90.0 
90.0 


SE..Dae: 


88.0 


88 .0 
67 50 
66...0% 
BA .O 


: Class I :Milk reported: Estinated: 
:aS percent of: 


Sales and retail prices of fluid milk in tho 


€ 
:Estimated: Retail : Retail: Class f 
average :delivered: store ;price per “ 
total daily price.  * price) serpin 4 
Class 1% Class 1 3. iper per. +See y 
sales gales fl) quert) .: quart if.o.b. City 
; 000 lbs.: 000 lbs.:: Gents : Cents : Dollars 
46,190 : 1,540 ate 10 2.95 
Soe iy pee eee BAe LG 2099 
48,751 : 1,625 1p 10 2.95 
53, 76202 014784 il 10 2.95 
49,706 Ue 3 8h) Dae LO Pago 4, 
47,608 587 Wee LO Pay’ bes) 
49,499 1,603 12 it) 3.26 
49,132 1,638 ee ll 3.26 
48,520 1,565 ye iad 3.26 
s 
49,099 + 1,584 12 ih 3,26 ut 
: 43,944 : 1,569 2 ab 3.30 ¢ 
je 495-505 SOF LS 12 5.49 
: 46,653 ; 1,555 13 12 3.49 
ie Ree iat 
L, S920 Ml be ‘¢ 
ster tame) Oe wa *. 
; ‘ 
0th, 13 
-1.0 +6.3 


Market Administrator. 
ts of U. S. Department ef Agriculture Market Ners €) 
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August 
September 
October 
November 
December 
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January 
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March 


April to 


+ June 


July to 


Se ee ree 


Glassvi 
sales 
of 
milk 


35,448 


; Milk : 
:reported :Estimated:Estimated: 


Maouee: 20s 


See as 


Sales and retail prices of fluid 
milk in the Detroit Sales Area. 
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:as percent; 
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esti- 


: mated 


37,853 : 


35,957 
35,496 
34,344 
33,731 
34,776 
33,419 


oo, Gl s 


34,804 


» “OL Veo 


35,868 


February : 


% change 


March 
% change 
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Sales and Class I price: 
Retail prices: 


98 
98 


total 
Class] 
sales 


39, 387 
38, 626 
36, 320 
36, 220 
35,045 


34,774 : 


35,486 
34,101 


34,358 : 


3G, 636 
32,600 
36, 600 


Market NWews Service. 


yy See test for index used. 
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sales Retail 
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:for sea-: price 
:sonalVa-- per 
“pietiont quart 
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RS ae 10 
2ELY LO 
dopey: 10 
1, L800 Tt 
Vigo ak 
Late a. ae 
Leo S Le 
A LOD) 8 ded 
Se me 
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joe Ne as 
ee Ria res 
pee LO 
Ligur il 
Late: 4 12 
aN ee gag aS 2 
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; prices 


‘Class _ 


: Retail: price 


store :per cwi 
hea 
per : milk 

quart :f.o.b.C 


: Cent s:Dollar. 


LO Bie 
10 PAO 3 
186) Bia 
gine Bene 
ne peed 
a ne 
PE Bano 
a aey =. 
fies aeee 
dS ee 
ai 
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Compiled from reports of Market Adininistrator. 
Compiled from reports of the United States Department of Agriculture 
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Table 26. Sales end retail prices of fluid milk 
in the Evansville Sales Area, 


AR emer tiie sacra Estimated :Retail:Retail:Class 1 
Class I :ported as :Estimated :average :deliv-:store :price per 
Year :Sales of:percent of:total :daily :ered :price :pound 
and :butter- :estimated :Cless af :Class I Su ACe leper :butterfat 
month sat :total Sales of :sales of “per squary 220.0. 
3 :Sales :butterfat :milk :quart : el bar 
ia at edu veer oe en eee ee 
: Pounds : Percent : Pounds : Pounds ; Cents: Cents: Cents 
1934 Ff TC ee ee ‘avail &.' Dasa aa ae a: ela: ae 
~ March P°-OD,GL7 s 90 ; Gli Om : DL 89S bt Syae 8.2: 48 
epipr il : 47,589 : Pay Ri gbbe5 S77: seu SES ne ola mee 48 
May : 46,979 ; 87 ; Dy G0 «+45, SAO sae ac : : 48 
June 2 40nelO : 85 : 04,565 : 47,689 9 8-9 48 
July ES AO? | 2 95 : DOV eel 2 42.685 se 8-9 48 
August 2 45,008 ; 90 : POO AD eT Oa 8-9 48 
esptember +: 40,557 ; 88.6 : 49, 1 (ome AD, 64 eS : 8-9: 48 
October Shaye? * 67 : 48,744 ; 41,404 9.5 : 9-10 ;: 48 
November : 41,153 ao) gus AO COUne 20.561 965 : 9-10 ; 51.5 
December ; 41.184 . 88 : 40, S00200 oo, 728 tee ea eri 035 
L935 : : : 
January o eogooOL 6° 90 : #8,168,:.°40,890 =: 9.8 > 9.16 : 29 
February :. 40,059 : 88 : 49,0222 48,784 «- 9.5 9-10 ; O85 
_ Merch : 40,090 ;. 89 : VO, 60505 44a @! 956) «tein. 53 
May to Sept.: 3 : Tunes tae bier G : 
Oct. to Mar.: ea : cp et OOO Tk noA ys 
Percent : : : ae: : : 
, Change : : : : Set eo < 
er ee Met Ae. 


NOTE: Percentage chanses from March sales and orlces vere not calculated since 
Sales during that month *ppear to have been unduly high. 


Seles and Class T prices: Compiled from reports of Market Administrator, 
Retail prices: Compiled from reports of the United States Department of 
; Agriculture Market News Service, 
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Sales and Class I Prices co 
Retail prices compiled fror 


Table 28, 


:Class I . 3Milk re- 


aie g kh 


Seles end reteil prices of fluid milk 


in the Kelsemezoo Srles Area 


ture Market News service. 


“:Estimated : Estima: Retail -Class ye 


:Sales of ;ported: es:total :ted av:deliv- :price per 
Year : Milk ‘percent :Class I :erage :ered | :cwt. of 
and. - rof estime:Sélés” “ sdeily :and :3.5% milk 
month sted tote: “legs: Store’) -f.0.b. 
Ma One sists i ce. are ai ieee: ne 
Sales ; Seles: Sper gt. 
Pounds ‘Percent :Pounds Riounde deiea : Dollars 
1934 
Muy ha: L, eo6s O54 98 Be i eee :40,686: 10 85 
august : 1,053,642: 98 |. 1,075,145 +34,688:° 10” 1.85 
“Sépt. 3 1,643,554 98 11,064,647 :35,488: ~10 1.85 
October: 1,078,968: 93 sh LOO 987 S50, 5165 410 L2Go 
November 1,062,866 95 31,118,806 PBT 2045 16 1.85 
December 1,145,373 95 eto 656 157892: mares 1.85 
1935 : : ; tae 
Jen muary : 1,211,198: 97 21,274,945 :41,127: 8 Pees 
February: D144 550.) oe ‘wie Oy Ween eel Ales oS 1.85 
Merch 1,196,868: 95 tice L294 250 3678 210 2.00 
ey SARI 1 Oe) : : wh ue 2 
November: : POO gvuos. LO 
December: : : : 
to Feb. : 740,720: 8 
Change : Fr TO.0! =20 20 
March ; § Fou wore) 10 ; 
‘% Charge: 5. Bs. BERG 
i oe ae oe RTA. eat Ns a BI, 


mpiled from reports of Market Administrator. 
m reports.of U.S. Depsertment of Agricul- 
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® Table 29. Sales and retail prices of fluid 
milk in the St. Louis Sales Area. 


Year :Class I :Milk re- :Hstimated:Estimated:Index :Retail :Class I 
and :sales sported as :total ;average :of av-:deliver-: price 
month :of milk tpercent of :Class I :daily sarage :ed price :per cwth. 
: :estimated :sales :Class I ‘sdaily :per 0P “Bean 
:total Class: :sales :Class :quart :milk 
-I sales : I ; pe uitrey ys 
: : : : :sales ; Clty 
: 000 Lbs.: Percent ~: 000. Lbs.: 000 Lbs.: Per- ; Cents ‘Dollars 
. : : : : > cent : ; 
| 1934 : : : : “ : 
April Oe een 99.8 ap eS Pe She's ae 562 ser Oes REN Ee Sh 
May = LBjO90 # 100.0 2 LayOUL) 584 ct) oho mi 3 L8G 
June re ENS, 1S L0G.0 ON Sige sod Se eee 598 > LOS ¢ ans cul teee 
July erode |e 99.7 ead. a 590 ar 2 9 dae 7 2) eeOO 
August SL yey 8 99.8 CRP AR etl Be aaa 565 ol Oe 8 nia > Bee 
peprember : 16,167 :; 99.7 ee eo se 041 98 : aced sit Spore 
October SOV e Boe 99.5 oe? 008 > S 549 : 9O 3 un o. ee 
November  2o,676 3 97.9 ike, OLE <3 004 ; Caatt bs $ 2e18 
December LO V So. 7: 99.8 Wee SOL) 3t 510 : 92 : sit > 2400 
1935 : : : : : : : 
January Loy ome 1s 99.6 She Orhan 51? : 94 : Ly cI aoe 
February PLA w7OO +s 99.45 Soot et 528 : 96 $ ae ty Bel 
March oy POO Nes 99.9 16;800.,.3 942 é 99s ae a Reo 
Average : : : f O02 eet eae : 
Ee vere te nee eee peepee ney Pt ones 


Sales and Class I prices: Compiled from Reports of \Market administrator, 


i? Retail prices: Compiled from reports of the United States Department of 
; Agriculture Market News Service. 
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Table 6. DUBUQUE,IOWA: Prices per hundredweight received by 
‘producers for all milk sold wholesale, 
in Iowa, Wisconsin, Illinois and the 
United States, 1910 ~- 1935. 


sence dee ti I CS SO SAT 


Year Iowa ‘ Wisconsin Illinois ‘ United States 
Dollars ie Dollars Dollars Dollars 
1910 1.48 1420 ibepoi 1.74 
ithe 1.50 fa kgirg 1.54 1.72 
1912 eo 1.33 1.49 1.82 
1913 1.59 1.35 1.57 1.87 
1914 1.66 1.33 1.58 1.85 
1915 ; 1582 : 1732 1.54 1.86 
1916 ; 2.00 1.59 1.67 1.90 
1917 2.40 Bae 2.34 2.29 
1918 3.00 2.68 2.88 2.78 
1919 3.38 2.88 326 Be15 
1920 3037 righ 3.61 3.13 3243 
1921 : 2031 1272 ea 2084 
1922 ps0e : 1.68 1.79 2.53 
1923 2039 ell 2043 2.79 
1924. 2.16 1.79 ; 2031 B.50 
1925 2.18 1.92 oer 2.56 
1926 ener 1.95 2.34 oa 
1927 2037 2.14 2433 2053 
1928 2.39 2.16 2.34 2.56 
1929 2.38 2.05 eR 2.56 
1930 205 ; 1.64 2.19 2. 50 
1931 LoL 1.17 1.179 1.77 
1932 L2G ee oC 1.33 1. 32 
1933 ieee ae 1.24 ie 30 
1934 1.29 ik Pe ia eae 1.42 i 52 
een 


1935 1.65 1.34 : 5S 


en ne ce 


Compiled from reports of the Bureau of Agricultural Economics, 
Division of Crop and Livestock Hstimates. 
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Table 7. Dubuque, Iowa:. Prices ‘received by farmers for butterfat 
per pound in Iowa, Wisconsin, Illinois, 
and the United States. 


ta al oS... pier 

Year : Iowa , Wisconsin : Illinois United States 
| Pe MMT csia. Tcsutal ye Pecdate 

i921 ; 35.3 : ie, | 36.0 | 38.4 

1922 : 33.4 3°.” : 5a 48 : 36.6 

1923 eee 47.6 : 41.8 : 43,2 

1924 39.6 i | 30.0 7 40.5 

1925 41.8 46.7 ? 40.3 : 42.3 

1926 41.5 iy) EL gy Wee Na pre : 41.9 

1927 45.5 50.8 ! 43.1 , 44,4 

1928 ! 47.7 Pi weer tae, ; 46.0 

Wag. 46.7 AO ape et : 45.1 

1930 | 36.2 49.0. | 33.8 : 35.0 

i931} 26.5 REN Ot Be ob : 264.5 | 

1932 ! ea 21.8 : 173 : 18.1 

1933 : 201 22,8 3 18.0 : 18.8 

1934 | 24.3 26.4 : Bane 26.0 

1935 | 29.9 ily ! 27.5 | 28.5 

ae ERR BNET TTT SO a a ge a CT 


Compiled from reports of the Bureau of Agricultural Economics, 
Division of Crop and Livestock Estimates. 
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